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October 13,2014
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State of Tennessee

Health Services and Development Agency
Andrew Jackson Building

500 Deaderick Street

Suite 850
Nashville, Tennessee 37243

ATTN: Melanie Hill

RE: Life Care Center of East Ridge
1500 Fincher Avenue
East Ridge, Tennessee 37412

Dear Melanie:

Please find enclosed for filing the original and two copies of the Certificate of Need
Application in connection with the proposed replacement for the above referenced
project. Also, enclosed is check number #18513 in the amount of $45,000.00 which

represents the application fee.

Thank you in advance for assistance. If you should have any questions please contact me
at (423) 473-5867.

incerely,

Joan E. Thurmond
Legal Assistant

JET/tmb
Enclosure

cc: Richard McAfee
Ed Day
Dan Elrod, Esquire
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1. Name of Facility, Agency, or Institution

Life Care Centers of America, Inc. dba Life Care Center of East Ridge

Name

The new facility will be located East of the existing facility

adjacent to the current site at 1500 Fincher Avenue Hamilton

Street or Route County

East Ridge Tennessee 37412
City State Zip Code

2. Contact Person Available for Responses to Questions

Cindy S. Cross Sr. Director of Legal Services
Name Title
Life Care Centers of America, Inc. cindy cross@lcca.com
Company Name Email Address
3570 Keith Street, NW Cleveland Tennessee 37312
Street or Route City State Zip Code
Employee of Applicant 423-473-5867 423-339-8339
Association with Owner Phone Number Fax Number

3. Owner of the Facility, Agency or Institution
Life Care Centers of America, Inc. 423-473-5867
Name Phone Number
3570 Keith Street NW Bradley
Street or Route County
Cleveland Tennessee 37312
City State Zip Code

4. Type of Ownership or Control (Check One)
A. Sole Proprietorship F. Government (State of TN or
B. Partnership Political Subdivision) |
C. Limited Partnership G Joint Venture
D. Corporation (For Profit) X H Limited Liability Company
E. Corporation (Not-for-Profit) . Other

Response: Attachment A.4.1 is a copy of the charter and amendment to charter, Attachment
A.4.2 is a copy of the Bylaws, and Attachment A.4.3 is a copy of the corporate organization

chart.

PUT ALL ATTACHMENTS AT THE BACK OF THE APPLICATION IN ORDER AND REFERENCE
THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS.



Name of Management/operating Entity (If Applicable) T

Name
Street or Route County
City State Zip Code

Response: Not applicable, Life Care Center of East Ridge is operated by Life Care
Centers of America, Inc.

PUT ALL ATTACHMENTS AT THE BACK OF THE APPLICATION IN ORDER AND
REFERENCE THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS.

Legal Interest in the Site of the Institution (Check One)

A. Ownership D. Option to Lease X
B. Option to Purchase E. Other
C. Lease Of Years

PUT ALL ATTACHMENTS AT THE BACK OF THE APPLICATION IN ORDER AND
REFERENCE THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS.

Response: Attachment A.6.1 is a draft copy of the lease.

Type of Institution (Check as appropriate---more than one response may apply)

A. Hospital (Specify) l.  Nursing Home X
B. Ambulatory Surgical Treatment J. Outpatient Diagnostic Center

Center (ASTC) Multi-Specialty ~ K. Recuperation Center
C. ASTC, Single Specialty L. Rehabilitation Facility
D. Home Health Organization ~ M. Residential Hospice
E. Hospice N. Non-Residential Methadone
F. Mental Health Hospital Facility
G. Mental Health Residential O. Birthing Center

Treatment Facility P. Other Outpatient Facility
H. Mental Retardation Institution (Specify)

Habilitation Facility (ICF/MR) Q. Other (Specify)

|




Purpose of Review (Check) as appropriate - - more than one response may apply)

A. New Institution H. Change in Beds Complement
B. Replacement/Existing Facility X [Please note the type of
C. Modification/Existing Facility change by underlining the
D. Initiation of Health Care appropriate response:
Service as defined in TCA § Increase, Decrease,
§ 68-11-1607(4) (Specify) ___. De3|gnat_|on, Distribution, X
E. Discontinuance of OB - Conversion, Relocation] ]

Services
F. Acquisition of Equipment

Change of Location
J. Other (Specify)

Bed Complement Data
Please indicate current and proposed distribution and certification of facility beds.

TOTAL
Current Beds Staffed Beds Beds at
Licensed *CON Beds Proposed Completion

Medical

Surgical

Long-Term Care Hospital
Obstetrical

ICU/CCU

Neonatal

Pediatric

Adult Psychiatric

Geriatric Psychiatric
Child/Adolescent Psychiatric
Rehabilitation

Nursing Facility - SNF (Medicare only) 130 0 130 -22 108
Nursing Facility — NF (Medicaid only)
Nursing Facility — SNF/NF (dually certified
Medicaid/Medicare)

Nursing Facility — Licensed (non-Certified)
IDIHF

Adult Chemical Dependency

Child and Adolescent Chemical
Dependency

Swing Beds

Mental Health Residential Treatment

Residential Hospice
TOTAL 130 0 130 -22 108

*CON-Beds approved but not yet in service
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10. Medicare Provider Number 445296
Certification Type Nursing Home
11. Medicaid Provider Number 0445296
Certification Type Level Il only
12. If this is a new facility, will certification be sought for Medicare and/or Medicaid?
Yes
No Not Applicable
X __NA
13.  Will this project involve the treatment of TennCare participants? No




NOTE: Section B is intended to give the applicant an opportunity to describe the project and
to discuss the need that the applicant sees for the project. Section C addresses how
the project relates to the Certificate of Need criteria of Need, Economic Feasibility,
and the Contribution to the Orderly Development of Health Care. Discussions on
how the application relates to the criteria should not take place in this section

unless otherwise specified.

SECTION B: PROJECT DESCRIPTION

Please answer all questions on 8 1/2” x 11” white paper, clearly typed and spaced,
identified correctly and in the correct sequence. In answering, please type the question
and the response. All exhibits and tables must be attached to the end of the application in
correct sequence identifying the questions(s) to which they refer. If a particular question
does not apply to your project, indicate “Not Applicable (NA)” after that question.

l Provide a brief executive summary of the project not to exceed two pages.
Topics to be included in the executive summary are a brief description of the
proposed services and equipment, ownership structure, service area, need,
existing resources, project cost, funding, financial feasibility and staffing.

Response: Description — This Certificate of Need application is for the on-site
replacement of Life Center of East Ridge, a 130 bed nursing home located at 1500
Fincher Avenue, East Ridge (Hamilton County), Tennessee. The facility was
constructed in 1975 and expanded in 1989. The number of licensed beds in this
facility will be reduced from 130 to 108. During 2013, the facility provided 30,050 days

of care, or an average occupancy rate of 63 percent.

Starting in 1998, twelve parcels, containing 9.76 acres adjacent to the current site
were purchased. These parcels will be combined with the existing site. Cumulatively,
the new site will contain + 14.6 acres. An address has not been assigned to the

proposed building. However, the address may not change.

Ownership Structure — Life Care Centers of America, Inc. (Life Care) manages
approximately 230 skilled nursing centers in 28 states. The company was founded in
1976, and is incorporated in the state of Tennessee with its Corporate Headquarters in
Cleveland, Tennessee. Life Care operates and/or manages 26 skilled nursing facilities
in the state of Tennessee. (Please see Attachment B.1.1 for a listing of all Life Care
affiliated facilities in Tennessee.) Forrest L. Preston is the Chairman and sole

shareholder of Life Care. He also is involved in the ownership and management of

three independent/assisted living facilities within the state of Tennessee.
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Service Area The primary service area is defined as Hamilton County which is

expected to have a population of 349,273 in 2015.

Existing Resources Twelve nursing homes containing 1,779 licensed beds, are
currently licensed in the service area, Hamilton County. Life Care Center Of Ooltewah

was opened during 2013. During 2012, the eleven nursing homes reported providing

514,979 patient days, or an occupancy rate of 85 percent.

Need The facility was built in 1975 with an addition in 1988. The 40 year old physical
plant is aging and presents space limitations. These limitations include the size of
resident rooms, activity spaces, and therapy space, plus the lack of space for '
administrative offices and storage space. Rehabilitation services are spread
throughout the facility and are crowded. The facility has only four private rooms.
Rooms do not have private showers. The laundry is in a detached building. Outdoor
space is limited. There is only one outdoor courtyard and walking paths are limited.
The emergency generator and wiring of the facility limit the amount of power available
to support the needs of residents in a power outage. The facility is a two story building

and currently has only one elevator.

The intersection from which you access the facility is very congested. As part of this
project a new traffic signal will be installed. The entry drive into the site will be
relocated further from the intersection to allow for a safer traffic pattern. The site will
also be made safer by closing a through road on the site and eliminating a secondary

point of access.

The nursing home bed formula reports a need for 895 additional beds in Hamilton
County in 2016. This request is for the replacement of a existing nursing home, and

will reduce the number of licensed beds in Hamilton County.



Project Cost/Funding The cost of the project is estimated to be $24,874,400, and will

be funded by a commercial loan from Bank of Texas. A letter from Bank of Texas

stating its willingness to fund this project is presented in Attachment C. Economic

Feasibility.2.

Financial Feasibility The proposed facility currently has a positive cash flow from

operations, and is expected to continue maintain a positive cash flow after the

expansion and break-even in its third year of operation.

Staffing - The current staffing is 106 FTEs. The expected staffing, during the second
year of operation, is estimated to be 120 FTES with 88 of these FTEs being clinical
positions. The staffing of the facility is reviewed in detail in the Contribution to the

Orderly Development of Health Care section of this application.

Provide a detailed narrative of the project by addressing the following items as
they relate to the proposal.

A. Describe the construction, modification and/or renovation of the facility
(exclusive of major medical equipment covered by T.C.A. § 68-11-1601 et
seq.) including square footage, major operational areas, room configuration,
etc. Applicants with hospital projects (construction cost in excess of $5
million) and other facility projects (construction cost in excess of $2 million)
Should complete the Square Footage and Cost per Square Footage Chart.
Utilizing the attached Chart, applicants with hospital projects should
complete Parts A.-E. by identifying as applicable nursing units, ancillary
areas, and support areas affected by this project. Provide the location of the
unit/service within the existing facility along with current square footage,
where, if any, the unit/service will relocate temporarily during construction
and renovation, and then the location of the unit/service with proposed
square footage. The total cost per square foot should provide a breakout
between new construction and renovation cost per square foot. Other
facility projects need only complete Parts B.-E. Please also discuss and
justify the cost per square foot for this project.

If the project involves none of the above, describe the development of the
proposal.

Response: The chart has been completed. The construction cost is estimated to

be $14,837,000 or $185.00 per square foot.



Life Care Center of East Ridge will offer a variety of amenities. These include three
dayrooms, an activity room, ice cream and gift shop, library, beauty shop, outdoor

courtyards, walking paths, gazebos, fine dining and a private dining room.

There will be 108 private rooms with a direct phone line, wireless internet access

and TV.

Large therapy spaces will be provided. Physical therapy, speech therapy, and
occupational therapy services will be offered. Private treatment rooms will be
available. State of the art therapy equipment will be included in the FF&E package.
An outdoor therapy courtyard with a variety of walking surfaces and transitions will

be located adjacent to the therapy gym.

The proposed 80,200 SF nursing facility will be constructed on a relatively flat +
14.6 acre site. The property is presently being surveyed and all preliminary
information indicate this land is adequate to provide all programmatic elements of
the facility. Parking quantities and landscape requirements will be designed to

accent the site, and will exceed the local zoning code.

The building in this project will be constructed under the codes adopted by the local
municipality and the Tennessee Department of Health. See Attachment B. Project

Description II.A Codes Letter.

This single story building will be framed with metal stud walls and wood trusses.
The exterior fagade of the structure has not been determined. However, for project
cost purposes we assume the exterior wall will be brick or simulated stone
cladding, with fiber cement siding and trim accents. The proposed roofing material
is an architectural fiberglass or asphalt shingle with prefinished aluminum gutters
and downspouts. All resident windows will incorporate code mandated egress
requirements. The proposed building also incorporates a large main entry Porte

Cochere that allows three drive lanes of vehicular traffic to insuring easy all

weather access to the main entry.



B. Identify the number and type of beds increased, decreased, converted,
relocated, designated, and/or redistributed by this application. Describe the
reasons for change in bed allocations and describe the impact the bed

change will have on the existing services.
Response: The number of licensed beds will decrease from 130 to 108 as a result
of this project. The distribution of the beds located in private and semi-private

rooms, current and proposed, beds is presented in the following table.

Table 1
Bed Distribution
Beds In Beds In
Private Rooms Semi-Private Rooms
Current 10 120
Proposed 108 -
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C. As the applicant, describe your need to provide the following health care services (if

applicable to this application):

PP NA YR N

10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22,

Adult Psychiatric Services

Alcohol and Drug Treatment for Adolescents (exceeding 28 days)
Birthing Center

Burn Units

Cardiac Catheterization Services

Child and Adolescent Psychiatric Services
Extracorporeal Lithotripsy

Home Health Services

Hospice Services

Residential Hospice

ICF/MR Services

Long-term Care Services

Magnetic Resonance Imaging (MRI)
Mental Health Residential Treatment
Neonatal Intensive Care Unit
Non-Residential Methadone Treatment Centers
Open Heart Surgery

Outpatient Surgery

Positron Emission Tomography

Radiation Therapy/Linear Accelerator
Rehabilitation Services

Swing Beds

Response: Not Applicable

D. Describe the need to change location or replace an existing facility.

Response: The application is for the on-site replacement of an existing facility. The facility
was built in 1975 with an addition in 1989. The 40 year old physical plant is aging and has

significant space limitations. These limitations include the size of resident rooms, activity

spaces, and therapy space plus the lack of space for administrative offices and storage space.
The laundry is currently located in another building. The square feet per bed will be increased

from 412 in the existing to 743 in the proposed, or an increase of 80 percent.

Rehabilitation services are spread throughout the facility and are crowded. The space for
rehabilitation services will be increased from 1,331 square feet to 4,222 square feet. All
rehabilitation services will be consolidated in this space. Large therapy spaces will be

available to provide physical therapy, speech therapy, and occupational therapy services.
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Private treatment rooms will be available. A simulated home kitchen and bath will be available

to assist patients to return home safety by practicing cooking, cleaning, laundry tasks, etc.

Currently, the facility has only ten private rooms which do not have private showers. The
proposed replacement facility anticipates all of the patient rooms will be private with full
bathrooms including shower. A variety of room configurations will be offered. Each resident

will have a direct phone line, wifi, and TV.

These current building has several deficiencies that will eliminated as a result of this project.
The emergency generator and wiring of the facility limit the amount of power available to
support the needs of residents in a power outage. The facility is a two story building and

currently has only one elevator.

The intersection from which you access the facility is very congested. As part of this project a
new traffic signal will be installed. The entry drive into the site will be relocated farther from the
intersection to allow a safer traffic pattern. The site will also be made safer by closing a

through road on the site and eliminating a secondary point of access.

. Describe the acquisition of any item of major medical equipment (as defined by the
Agency Rules and the Statue) which exceeds a cost of $1.5 million; and/or is a magnetic

resonance imaging (MRI) scanner, positron emission tomography (PET) scanner,

extracorporeal lithotripter and/or linear accelerator by responding to the following:

1. For fixed-site major medical equipment (not replacing existing equipment):
a. Describe the new equipment, including:
1. Total cost; (As defined by Agency Rule).

2. Expected useful life;
3. List of clinical applications to be provided; and
4. Documentation of FDA approval.
b. Provide current and proposed schedules of operations.

Response: Not applicable. This project does not involve any major medical equipment.

12



2. For mobile major medical equipment:
a. List all sites that will be served;
b. Provide current and/or proposed schedule of operations;

Provide the lease or contract cost.

o

Provide the fair market value of the equipment; and

o

e. List the owner for the equipment.

Response: Not applicable

3. Indicate applicant’s legal interest in equipment (i.e., purchase, lease, etc.) In case
of equipment purchase include a quote and/or proposal from an equipment vendor,
or in the case of an equipment lease provide a draft lease or contract that at least
includes the term of the least and the anticipated lease payments.

Response: Not applicable

lil. (A) Attach a copy of the plot plan of the site on 8 '2” x 11” sheet of white paper which must
include:
1. Size of site (in acres);
2. Location of structure on the site; and
3. Location of the proposed construction.
4

Names of streets, roads or highways that cross or border the site.
Please note that the drawings do not need to be drawn to scale. Plot plans are required

for all projects.

Response: See Attachments B.II1.(A).2, B.IIl.(A) 1 &3 and B.Ill.(A) 4

(B) 1. Describe the relationship of the site to public transportation routes, if any, and to any
highway or major road developments in the area. Describe the accessibility of the

proposed site to patients/clients.
Response: The site is not currently served by public transportation routes. The proposed site

is easily accessible by I-75 and US Highway 41 (Ringgold Road).

13



IV.

Attach a floor plan drawing for the facility which includes legible labeling of patient care
rooms (noting private or semi-private), ancillary areas, equipment areas, etc. on 8 /2 x 11”

sheet of white paper.

Note: DO NOT SUBMIT BLUEPRINTS. Simple line drawing should be submitted and need
not be drawn to scale.

Response: See Attachment B.IV.

For a Home Health Agency or Hospice, identify:
Existing service area by County;

Proposed service area by County;

A parent or primary service provider;

Existing branches; and

LA

Proposed branches.

Response: Not Applicable.
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SECTION C: GENERAL CRITERIA FOR CERTIFICATE OF NEED

In accordance with Tennessee Code Annotated § 68-11-1609(b), “no Certificate of Need shall be
granted unless the action proposed in the application for such Certificate is necessary to provide
needed health care in the area to be served, can be economically accomplished and maintained, and
will contribute to the orderly development of health care.” The three (3) criteria are further defined in
Agency Rule 0720-4-.01. Further standards for guidance are provided in the state health plan
(Guidelines for Growth), developed pursuant to Tennessee Code Annotated §68-11-1625.

The following questions are listed according to the three (3) criteria: (I) Need, () Economic
Feasibility, and (lll) Contribution to the Orderly Development of Health Care. Please respond to each
question and provide underlying assumptions, data sources, and methodologies when appropriate.
Please type each question and its response on an 8 1/2” x 11” white paper. All exhibits and tables
must be attached to the end of the application in correct sequence identifying the question(s) to
which they refer. If a question does not apply to your project, indicate “Not Applicable (NA).”

QUESTIONS
NEED

1. Describe the relationship of this proposal toward the implementation of the State Health Plan
and Tennessee’s Health: Guidelines for Growth, if applicable.

Please discuss how the proposed project will relate to the 5 Principles for Achieving Better
Health found in the State Health Plan. Please list each principle and follow it with a

response.

a.

Response: The five principals outlined in the State Health Plan of achieving better health are:

1. The purpose of the State Health Plan is to improve the health of Tennesseans;

e Response: The implementation of this project will improvement the health of the residents
of Hamilton County. The applicant provides a high amount of rehab inpatient and
outpatient services. Currently approximately 76 percent of the patients at Life Care Center
of East Ridge are receiving rehab care. The amount of rehab space will be increased from
1,331 square feet to 4,222 square feet. Large treatment space and private treatment
rooms will be available. An outdoor therapy courtyard, with a variety of walking surfaces

and transitions, will be located adjacent to the therapy gym.

15



2. Every citizen should have reasonable access to health care;

e Response: Life Care Center of East Ridge is accessible from I-75 and US Highway 41
(Ringgold Road). Accessibility will be improved by the relocation of the entry drive and the
installation of a traffic light to allow a safer traffic pattern.

3. The state's health care resources should be developed to address the needs of

Tennesseans while encouraging competitive markets, economic efficiencies, and
the continued development of the state's health care system;

e Response: This proposed project will address the needs of the residents of the service
area by replacing a 40 year old facility with a state-of-the art building with all private rooms.
The demand for private beds cannot be meet in the existing building. Because of lack of
space in the present building, there are many economic inefficiencies created. Some of
the inefficiencies are congestion, the location of the laundry in another building, lack of
rehab space, etc. The replacement of the existing building will improve the system of
caring for the elderly in Hamilton County.

4. Every citizen should have confidence that the quality of health care is continually
monitored and standards are adhered to by health care providers;

e Response: The applicant is licensed by the Tennessee Department of Health, and is
certified by the Centers for Medicare and Medicaid Services. In addition, it is accredited by
the Joint Commission for Accreditation of Healthcare Organizations. The applicant will

continue to be licensed, certified, and accredited by these agencies.

5. The state should support the development, recruitment, and retention of a sufficient
and quality health care workforce.

e Response: Life Care works closely with Southern Adventist University, located in Hamilton
County, to collaborate on the curriculum used for their Health Care Administrator's
Program. Life Care Center of East Ridge also recruits graduates from the nursing and

CNA programs of Cleveland State Community College and Lee University.
In summary, this project will benefit the residents of Hamilton County with improved nursing home

accommodations and expanded rehab capabilities. Since the number of beds is being reduced, there

should not be an adverse impact on nursing home providers in the service area.
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The implementation of this proposed project furthers the ability of the residents of Hamilton
County to achieve better health. Several factors will increase the accessibility better care to the
aging population of Hamilton County. Some of these factors are:

¢ the increase in the number of private rooms from 4 to 108

» substantially more outside space ( gardens, patios, space for outdoor activities, etc.)

e elimination of a congested entrance to the facility

e more space for rehab

e a larger dining room and food service

In summary, this project will benefit the residents of Hamilton County with improved nursing home
accommodations and expanded rehab capabilities. Since the number of beds is being reduced,

there should not be an adverse impact on nursing home providers in the service area.

Please provide a response to each criterion and standard in Certificate of Need Categories
that are applicable to the proposed project. Do not provide responses to General Criteria
and Standards (pages 6-9 of the Guidelines for Growth) here.

Response: Two of the guidelines are applicable to this application: (1) Nursing Home Services,
and (2) Construction, Renovation, Expansion, and Replacement of Health Care Institutions. The
Change of Site guideline is not applicable because the new facility will be constructed on the

existing site plus adjacent land already owned by the applicant.

NURSING HOME SERVICES

Public Chapter No. 1112, Senate Bill No. 2463, which passed during the 1998 legislative
sessions, amended and changed the codes sections establishing the bed need formuia that
the Health Facilities Commission must follow when granting certificates of need for nursing
home beds in Tennessee. During afiscal year (July 1 — June 30), the Commission shall
issue no more than the designated number of Medicare skilled nursing facility beds for
applicants filing for a certificate of need. The number of Medicare skilled nursing facility
beds issued shall not exceed the allocated number of beds for each applicant. The applicant
must also specify in the application the skilled services to be provided and how the

applicant intends to provide such services.

A. Need

1. According to TCA 68-11-108, the need for nursing home beds shall be determined by
apply the following population-based statistical methodology:
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County bed need = .0005 x pop. 65 and under, plus
.0120 x pop. 65-74, plus
.0600 x pop. 75-84, plus
1500 x pop. 85, plus

2. The need for nursing home beds shall be projected two years into the future from
the current year, as calculated by the Department of Health.
Response: Using the methodology outlined in item 1, and the population estimates
developed by the Department of Health, the nursing home bed need was calculated for
2015 and 2016. An outstanding CON (Chattanooga - Hamilton County Hospital Authority -
CN 1012-056) for 25 skilled beds is the only outstanding CON for nursing home beds in

Hamilton County.

Table 2
Projected Bed Need — Hamilton County
Age Use Population Bed Need

Group Rate 2015 2016 2015 2016
Under 65 .0005 291,299 291,440 145.6 145.7
65-74 .0120 33,759 35,025 405.1 420.3
75-84 .0600 16,850 17,067 1,011.0 1,024.0

85+ 1500 7,365 7,392 1,104.8 | 1,108.8
Total - 349,273 350,924 2,666.5 2,698.8
Existing Licensed Beds 1,779 1,779
Outstanding CONs Beds 25 25
Additional Bed Need 887 895

Source: Tennessee Population Projects 2010 — 2020, Office of Health Statistics (2013 Revision)

In 2015, an additional 887 beds will be needed in Hamilton County, and increases to 895

beds in 2016. Need for nursing home bed utilization is projected to increase in Hamilton

County.

. The source of the current supply and utilization of licensed and CON approved
nursing home beds shall be the inventory of nursing home beds maintained by the

Department of Health.
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Response: An inventory of the licensed nursing home beds in Hamilton County is
presented in the following table. There is one outstanding CON for nursing home beds in
Hamilton County, CN 1012-056) for 25 skilled beds.

Table 3
Inventory Nursing Home Beds 2014
Hamilton County

Licensed

Facility Beds

Alexian Village Health & Rehabilitation 114
Consulate Health Care of Chattanooga 127
Life Care Center of Collegedale 124
Life Care Center of East Ridge 130
Life Care Center of Hixson 108
Life Care Center of Ooltewah 120
Life Care Center of Red Bank 148
NHC Healthcare, Chattanooga 207
Siskin Hospital's Subacute Rehabilitation 29
Soddy Daisy Healthcare Center 120
St. Barnabas Nursing Home 108
The Health Center at Standifer Place 444
Total 1,779

4. “Service Area” shall mean the county or counties represented on an application as
reasonable area to which a health care institution intends to provide services and/or
in which the majority of its service recipients reside. A majority of the population of
a service area for any nursing home should reside within 30 minutes travel time from

that facility.
Response: The service area for this project is Hamilton County. The majority of the

population of Hamilton County resides within 30 minutes of the proposed facility.

5. The Health Facilities Commission may consider approving new nursing home beds
in excess of the need standard for a service area, but the following criteria must be

considered:
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a. All outstanding CON projects in the proposed service area resulting in a net
increase beds are licensed and in operation, and

Response: Not applicable. No new beds are requested.

b. All nursing homes that serve the same service area population as the applicant
have an annualized occupancy in excess of 90%.

Response: Not applicable. No new beds are requested.

B. Occupancy and Size Standards:
1. A nursing home should maintain an average annual occupancy rate for all licensed
beds of at least 90 percent after two years of operation.

Response: The applicant is projecting an occupancy rate in excess of 90 percent during its

third year of operation.

2. There shall be no additional nursing home beds approved for a service area unless
each existing facility with 50 beds or more has achieved an average annual occupancy
rate of 95 percent. The circumstances of any nursing home, which has been identified
by the Regional Administrator, as consistently non-complying with quality assurance
regulations shall be considered in determining the service areas, average occupancy
rates.

Response: Not applicable. No new beds are requested.

3. A nursing home seeking approval to expand its bed capacity must have maintained an
occupancy of 95 percent for the previous year.

Response: Not applicable

4. A free-standing nursing home shall a capacity of at least 30 beds in order to be
approved. The Health Facilities Commission may make an exception to this standard.
A facility of less than 30 beds may be located in a sparsely populated rural area where
the population is not sufficient to justify a larger facility. Also, a project may be
developed in conjunction with a retirement center where only a limited number of beds
are needed for the residents of that retirement center.

Response: The facility will contain 108 beds.
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CONSTRUCTION, RENOVATION, EXPANSION, AND REPLACEMENT OF
HEALTH CARE INSTITUTIONS

1. Any project that includes the addition of beds, services, or medical equipment will be
review under the standards for those specific activities.

Response: Not applicable. This application does not request any additional beds, services, or

medical equipment.

2. For relocation or replacement of an existing licensed health care institution:

a. The applicant should provide plans which include costs for both renovation and
relocation, demonstrating the strengths and weaknesses of each alternative.
Response: The applicant had planned a major renovation to the existing facility and started
a Certificate of Need application for the renovation of the existing facility in 2012. The
construction costs for this renovation was estimated to be $13,295,700. Because of this high
renovation cost and because the renovated facility would not contain several advantages of
all new construction, it was determined that the major renovation was not the best
alternative. The estimated construction cost for this state-of-the art new facility, as described

in this application, is estimated to be $14,837,000.

b. The application should demonstrate that there is an acceptable existing or projected
future demand for the proposed project.

Response: During 2013, Life Care Center of East Ridge provided 30,050 days of patient
care. The number of the residents over 60 years of age is rapidly increasing in Hamilton
County. Between 2006 and 2016, the number of those over 60 years of age is expected to
increase by 21,992 residents, or over 12 percent. The nursing home bed formula (see Table
2) determines a need for an additional 895 beds in 2016. Clearly there is a need for this

nursing home.

3. For renovation or expansions of existing licensed health care institution:

a. The applicant should demonstrate that there is an acceptable existing demand for the
proposed project.

Response: Not Applicable.
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b. The applicant should demonstrate that the existing physical plant’s condition
warrants major renovation or expansion.

Response: Not Applicable.

c. Applications that include a Change of Site for a health care institution, provide a
response to the General Criteria and Standards (4)9a-c).

Response: Not Applicable.

d. Applications that include a Change of Site for a proposed new health care institution
(one having an outstanding and unimplemented CON), provide a response to General
Criterion and Standards (4)(a-c) of the Guidelines for Growth.

Response: Not Applicable

2. Describe the relationship of this project to the applicant facility’s long-range development plans,
if any.
Response: The project is consistent with Life Care’s mission of being responsive to the long-term health

care needs of the community, and should direct its resources to meet those needs in a cost effective

manner.

3. Identify the proposed service area and justify the reasonableness of that proposed area. Submit
a county level map including the State of Tennessee clearly marked to reflect the service area.
Please submit the map on 8 1/2” x 11” sheet of white paper marked only with ink detectable by a

standard photocopier (i.e., no highlighters, pencils, etc.).

Response: Hamilton County is the primary service area. Hamilton County is expected have a census of

349,273 in 2015. A service area map is presented in Attachment C. Need .3.

4. A. Describe the demographics of the population to be served by this proposal.
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Response: A selected demographic profile of the service area, compared to the state of Tennessee, is
shown in the following tables. In summary, the demographics of the service area are (1) a population
growth rate less than the state, (2) population of those over 60 years of age is estimated to be 83,038 in

2016, and (3) median household income is approximately five percent higher than that of the state.

Table 4
Demographic Profile

Hamilton County, Tennessee

Demographic Variable/ Hamilton State of
Geographic Area County TN Total

Total Population —

Current Year 347,451 6,588,698

Total Population —

Projected Year 2016 350,924 ghAltiSED

Total Population - o 0

% change 1.0% 1.8%

*Target Population —

Current Year (60)+ e 1S7S915

*Target Population —

Projected Year 2016 esibdo 14591507

Target Population - o o

% Change 5.2% 5.8%

Target Population —

Projected Year as % of 22.7% 20.9%

Total

Median Age 39.0 38.0

:\/Iedlan Household $46.544 $44.140

ncome

TennCare Enrollees 55,258 1,206,538

TennCare Enroliees as o 0

% of Total 16.1% 18.7%

lIfersons Below Poverty 55 605 1,118,932

evel
Persons Below Poverty o B
Level as % of Total IgHEge IS

*Target Population is population that project will primarily serve. For example, nursing home, home health agency, hospice
agency projects typically primarily serve the Age 65+ population; projects for the discontinuance of OB services would mainly
affect Females Age 15-44; projects for child and adolescent psychiatric services will serve the Population Ages 0-19. For
projects not having a specific target population use the Age 65+ population for the target population variable.

Table 5
Hamilton County — Population Projections
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Age 2006 2016 205’("6 - 2016

o INCrease
60— 64 16,411 23.554 43.5
65— 74 23.039 35.025 52.0
75— 84 15.367 17.067 11.0
85+ 6.229 7,392 18.6
Subtotal (60 +) 61.046 83,038 36.0
Total 312,909 350,924 12.1

Source: Tennessee Population Projects 2000 - 2010 & 2010 — 2020,
Office of Health Statistics
5. Describe the existing or certified services, including approved but unimplemented CONs, of
similar institutions in the service area. Include utilization and/or occupancy trends for each of the
most recent three years of data available for this type of project. Be certain to list each institution
and its utilization and/or occupancy individually. Inpatient bed projects must include the
following data: admissions or discharges, patient days, and occupancy. Other projects should
use the most appropriate measures, e.g., cases, procedures, visits, admissions, etc.

Response: The utilization of each of the nursing home providers in the service area for the past three

years is presented in Attachment C, Need.5. The utilization is summarized for all of the nursing homes in

Hamilton County in the following table.

Table 6
Hamilton County Utilization
2010 -2012

Licensed Patient Occupancy
Year Beds Days Rate
2010 1,689 533,302 86.5%
2011 1,671 514,577 84.4%
2012 1,659 514,504 85.0%

6. Provide applicable utilization and/or occupancy statistics for your institution for each of the past
three (3) years and the projected annual utilization for each of the two (2) years following
completion of the project. Additionally, provide the details regarding the methodology used to
project utilization. The methodology must include detailed calculations or documentation from

referral sources, and identification of all assumptions.

Response: The utilization data for Life Care Center of East Ridge is presented in the following table. Life
Care has recently opened several new nursing facilities. The utilization projected for the first and second

years of operation was based on their experience in opening these facilities.
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Table 7
Life Care Center of East Ridge
Historical Utilization

Applicant Facility Historical and Projected Utilization — Part 1

(P) Projected

25

[ SNF NF
Medicaid/ Medicaid/ All All
*Medicare- SNF TennCare TennCare other other Licensed
Licensed certified Medicare NF Level 1 NF Level 2 Payors Payors Total Occupancy
Year Beds beds ADC ADC ADC ADC ADC ADC %
2011 160 160 75.7 - 4.8 20.3 100.8 63.0
2012 130 130 61.5 10.1 21.5 93.1 71.6
2013 130 130 55.9 - - 5.3 21.1 82.3 63.3
2014 130 130 48.8 - - 4.6 18.5 71.9 55.3
Interim
Year 1 Closed
Interim
Year 2 Closed
Interim
Year — etc. S
Project 108 108 28.2 . 1.8 7.6 37.6 34.8
Year 1
Project 108 108 53.4 . . 3.4 14.3 71.1 65.8
Year 2
*Includes dually-certified beds
Applicant Facility Historical and Projected Utilization — Part 2
Variable 2011 2012 2013 2014(P) Year 1 Year 2
Beds 160 130 130 130 108 108
Patient days 36,790 33,963 30,050 26,238 13,707 25,934
Average Dally | 4508 93.1 82.3 71.9 37.6 71.1
Census
% Occupancy 63.0 71.6 63.3 56.3 34.8 65.8




ECONOMIC FEASIBILITY

1. Provide the cost of the project by completing the Project Costs Chart on the following
page. Justify the cost of the project.

All projects should have a project cost of at least $3,000 on Line F. (Minimum
CON Filing Fee). CON filing fee should be calculated from Line D. (See
Application Instructions for Filing Fee)

Response: Excluding the filing fee, the estimated project cost, as shown on the
Project Costs Chart (line D), is $24,847,400. With this project cost, the filing fee is
$45,000 and is shown on Line E of the Project Costs Chart.

The cost of any lease should be based on fair market value or the total
amount of the lease payments over the initial term of the lease, whichever is
greater. Note: This applies to all equipment leases including by procedure
or “per click” arrangements. This methodology used to determine the total
lease cost for a “per click” arrangement must include, at a minimum, the
projected procedures, the “per click” rate and the term of the lease.

Response: The lease will have a term of 10 years with annual payments estimated
to be $1,012,000 and a FMV of $10,120,000 for the term of the lease. The FMV of

the site and construction is higher than the FMV of the lease, it was used to

determine the project cost.

The cost for fixed and moveable equipment includes, but is not necessarily
limited to, maintenance agreements covering the expected useful life of the
equipment; federal, state, and local taxes and other government
assessments; and installation charges, excluding capital expenditures for
physical plant renovation or in-wall shielding, which should be included
under construction costs or incorporated in a facility lease.

Response: The equipment cost is estimated to be $1,780,000 and includes all of

these items where applicable.

For projects that include new construction, modification, and/or renovation;
documentation must be provided from a contractor and/or architect that
support the estimated construction costs.

Response: Attachment C, Economic Feasibility 1.2 presents a letter from the

project architect outlining the estimated construction cost.
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PROJECT COSTS CHART -

Construction and equipment acquired by purchase

1.
2.

1.

1.
2.
3.
4.

3
4
5
6.
7
8
9

2
3
4.
5

Architectural and Engineering Fees $ 740,000

Legal, Administrative (Excluding CON Filing Fee),

Consulting Fees $ 75,000

. Acquisition of Site $ 3,722,400

Preparation of Site 1,800,000

Construction Costs 14,837,000

Contingency Fund 500,000

Fixed equipment (Not included in Construction Contract)

Moveable Equipment (List all equipment over $50,000) 1,780,000

Other (Specify) permits, review fees $ 120,000
Acquisition by gift, donation, or lease:

Facility (FMV of Lease) $

Building only $

Land only $

Equipment $

Other (Specify) ( $
Financing Costs and Fees

Interim Financing $

Underwriting Costs $ 420,000

Reserve for One Years Debt Service $ 685,000

Other (Specify) Interest During Construction $ 150,000
Estimated Project Cost (A+B+C) $ 24,829,400
CON Filing Fee 45,000
Total Estimated Project Cost (D+E) $ 24,874,400
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2. ldentify the funding sources for this project.

a. Please check the applicable item(s) below and briefly summarize how the project
will be financed. (Documentation for the type of funding MUST be inserted at the
end of the application, in the correct alpha/numeric order and identified as

Attachment C, Economic Feasibility-2.)

A. Commercial loan—from lending institution or guarantor stating favorable initial
X contact, proposed loan amount, expected interest rates, anticipated term of the

loan, and any restrictions or conditions;

B. Tax-exempt bonds—Copy of preliminary resolution or letter from the issuing
authority stating favorable initial contact and a conditional agreement from an
underwriter or investment banker to procedure with the issuance;

C. General obligation bonds—Copy of resolution from issuing authority or minutes

the appropriate meeting.
D. Grants—Notification of intent form for grant application or notice of grant award;

or
E. Cash Reserves—Appropriate documentation from Chief Financial Officer.

F. Other—Identify and document funding from other sources.

Response: The project will be funded with a bank loan from Bank of Texas. A letter stating

the willingness to finance this project is presented in Attachment C. Economic Feasibility.2.1.

3. Discuss and document the reasonableness of the proposed project costs. If
applicable, compare the cost per square foot of construction to similar projects
recently approved by the Health Services and Development Agency.

Response: The following nursing home new construction cost per square foot data was

received from the HSDA: Median - $167.31, and a third quartile of $176.00. This data was
developed using the nursing home CON application filed between 2011 and 2013. With an
anticipated construction cost of $185.00 per square foot, the expected construction cost for

this project is reasonable compared to those projects in the HSDA database.

4. Complete Historical and Projected Data Charts on the following two pages--Do not
modify the Charts provided or submit Chart substitutions! Historical Data Chart
represents revenue and expense information for the last three (3) years for which
complete data is available for the institution. Projected Data Chart requests
information for the two (2) years following the completion of this proposal. Projected
Data Chart should reflect revenue and expense projections for the Proposal Only (i.e., if
the application is for additional beds, include anticipated revenue from the proposed

beds only, not from all beds in the facility).

Response: These charts have been completed.
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5. Please identify the project’s average gross charge, average deduction from operating
revenue, and average net charge.

Response: The expected average gross charge, average deduction from operating revenue

and the average net charge per patient day is as follows:

Year 1 Year 2
Average gross charge $500.64 $699.77
Average deduction $59.03 $270.23
Average net charge $441.61 $429.54
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HISTORICAL DATA CHART

Give information for the last three (3) years for which complete data are available for the facility or

agency. The fiscal year beginsin___Jan _ (Month).
2011 2012 2013
A. | Utilization Data (Total Patient Days) 36,865 33,959 30,063
B. | Revenue from Services to Patients
1. Inpatient Services 15,251,547 14,367,222 13,281,983
2. OQutpatient Services 243,468 223,348 410,664
3. Emergency Services
3. Other Operating Revenue 27,362 35,501 35,942
GROSS OPERATING REVENUE 15,522,377 14,626,071 13,728,589
C. | Deductions form Operating Revenue
1. Contractual Adjustments <499,760> 1,428,282 1,890,043
2. Provision for Charity Care
3. Provision for Bad Debt 525,236 379,133 457,262
Total Deductions 25,476 1,807,415 2,347,305
NET OPERATING REVENUE 156,496,901 12,818,656 11,381,284
D. | Operating Expenses
1. Salaries and Wages (includes Benefits) 7,821,615 7,256,638 6,214,395
2. Physician’s Salaries and Wages
3. Supplies 2,173,063 1,947,514 1,682,827
4. Taxes 105,340 104,560 106,144
5. Depreciation 20,701 1,731 333
6. Rent 665,586 665,097 618,904
7. Interest, other than Capital
8. Management Fees
a. Fees to Affiliates 774,845 640,932 571,103
b. Fees to Non-Affiliate
9. Other Expenses See Page 31 * 2,643,479 2,370,861 2,179,588
Total Operating Expenses 13,429,684 12,346,401 10,802,191
E. | Other Revenue (Expenses) - Net (Spec.)
NET OPERATING INCOME (LOSS) 1,292,372 <168,677> 7,990
F. | Capital Expenditures
1. Retirement of Principal 8,307.89 0 0
2. Interest 230 0 2
Total Capital Expenditures 8,537.89 0 2
NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES 1,283,834.11 <168,677> 7,988
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PROJECTED DATA CHART

Give information for the two (2) years following the completion of this proposal. The fiscal year

begins in January (Month).

Year 1 Year 2
A. | Utilization Data (Cases) 13,707 25,934
B. | Revenue from Services to Patients
1. Inpatient Services 6,814,500 13,590,261
2. Outpatient Services 42,750 214,985
3. Emergency Services
4. Other Operating Revenue (Specify) 5,000 12,140
GROSS OPERATING REVENUE 6,862,250 13,817,386
C. | Deductions from Operating Revenue
1. Contractual Adjustments 617,826 2,497,867
2. Provision for Charity Care
3. Provision for Bad Debt 191,358 180,000
Total Deductions 809,184 2,677,867
NET OPERATING REVENUE 6,053,066 11,139,519
D. | Operating Expenses
1. Salaries and Wages 3,493,767 5,036,033
2. Physician’s Salaries and Wages
3. Supplies 1,112,055 2,283,221
4. Taxes 122,000 140,000
5. Depreciation 20,000 20,000
6. Rent 1,200,000 1,200,000
7. Interest, other than Capital
8. Other Expenses See attached list * 2,242,363 1,699,492
Total Operating Expenses 8,190,185 10,378,746
E. | Other Revenue (Expenses)-Net Management Fees <302,653> <556,976>
NET OPERATING INCOME (LOSS) <2,439,772> 203,797
F. | Capital Expenditures
1. Retirement of Principal 20,000 20,000
2. Interest 2,500 2,500
Total Capital Expenditures 22,500 22,500
NET OPERATING INCOME (LOSS) LESS <2,462,272> 181,297

* Contract Services/Repair and Maint/Insurance
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HISTORAL DATA CHART - OTHER EXPENSES

OTHER EXPENSES CATEGORIES
Repair & Maintenance

Contract Services

Associated First Aid

Workers Comp

Prop/Liab Insurance

Other Expenses

Ri0) BCOIIN. =

Total Other Expenses

2011
$40,382
$488,853
$10,334
$122,802
$146,971
$1,834,137

$2,643,479

2012
$57,953
$524,826
$8,468
$118,768
$103,270
$1,557,576

$2,370,861

PROJECTED DATA CHART - OTHER EXPENSES

2013
$57,054
$452,652
$9,139
$132,195
$182,409
$1,346,139

$2,179,588

OTHER EXPENSES CATEGORIES

Year 1

1. Repairs & Maintenance
Contract Services
Associated First Aid
Workers Comp

Prop/Liab. Insurance

® o s w N

Other Expenses

Total Other Expenses

$18,253

Year 2

$32,000

$317,083

$440,552

$7,561

$6,164

$100,818

$36,276

$141,000

$164,235

$1,657,648

$1,020,265

$2,242,363

$1,699,492

32



6. A. Please provide the current and proposed charge schedules for the proposal.
Discuss any adjustment to current charges that will result from the implementation
of the proposal. Additionally, describe the anticipated revenue from the proposed

project and the impact on existing patient charges.

B. Compare the proposed charges to those of similar facilities in the service
area/adjoining service areas, or to proposed charges of projects recently approved
by the Health Services and Development Agency. If applicable, compare the
proposed charges of the project to the current Medicare allowable fee schedule by

common procedure terminology (CPT) code(s).

Response:
Response: The 2012 Joint Annual Report (JAR) of Nursing Homes charge data contains

the most currently available nursing home charge data. These charges were used to
compare the current charges of the nursing homes in Hamilton County. As shown in the
following table, the charges at Life Care Center of East Ridge are similar to other

providers in the service area.

Table 8
Daily Charge Comparisons
Private Pay
Facility Medicare Private Room

Skilled Level |
Alexian Way Care Center $462 $269
Consulate Health Care $409 $200
Life Care Center of Collegedale $482 $228
Life Care Center of East Ridge $450 $240
Life Care Center of Missionary Ridge $453 $365
Life Care Center of Red Bank $414 $275
NHC Chattanooga $459 $208
Siskin $825 $823
Soddy-Daisy Healthcare $423 $190
St. Barnabas Healthcare Center $457 $218
Standifer Place $495 $235

Source: 2012 Joint Annual Report of Nursing Homes

The proposed facility will contain only private rooms. The expected daily room charge in
the new facilit‘y is expected to be $472 for Medicare skilled rooms and $250 for private

pay private rooms. These charges are similar to those currently in the service area.
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Medicare pays nursing homes for Part A skilled nursing stays based on a prospective
payment system, Resource Utilization Groups (RUGS), that categorizes each resident
into a payment group depending upon his or her care and resource needs. Skilled
nursing facilities determine a RUG based on 108 items on an assessment of the
resident's known as the Minimum Data Set (MDS). The MDS becomes part of the
patient's medical record. These 108 items are used to determine the RUG and the

payment to the nursing home.

There are seven major RUG categories: Extensive Services, Special Care, Clinically
Complex, Impaired Cognition, Behavior Problem, and Reduced Physical Function. These
categories are further divided into 44 subcategories, each has a different Medicare
payment rate. Because all Medicare reimbursement is based on this prospective
payment system, there is not a practical way to compare Medicare reimbursement to the

facility's charges.

The Joint Annual Report Data (JAR) was used to compare the charges at East Ridge with
those of other nursing homes in the service area. As shown in the following table, the
charges at East Ridge are comparable to the other nursing homes in the service area. The

2010 Joint Annual Report (JAR) of Nursing Homes charge data is the most current

available nursing home charge data.

Discuss how projected utilization rates will be sufficient to maintain cost-
effectiveness.

Response: As shown in the Projected Data Chart, the proposed project is expected to have

a positive cash flow during its second year of operation. The expected utilization rate is

sufficient to maintain a cost-effective facility.

Discuss how financial viability will be ensured within two years; and demonstrate the
availability of sufficient cash flow until financial viability is achieved.

Response: As shown in both the Projected Data Chart and the Historical Data Chart, the

applicant has maintained a positive cash flow, and is expected to continue to do so after the

proposed project is completed.
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10.

11.

Discuss the project’s participation in state and federal revenue programs including a
description of the extent to which Medicare, TennCare/Medicaid, and medically
indigent patients will be served by the project. In addition, report the estimated dollar
amount of revenue and percentage of total project revenue anticipated from each of
TennCare, Medicare, or other state and federal sources for the proposal’s first year of

operation.
Response: The applicant will participate in the Medicare program. During the second year

of operation, gross revenue from the Medicare is estimated to be $9,880,353.

Provide copies of the balance sheet and income statement from the most recent
reporting period of the institution and the most recent audited financial statements
with accompanying notes, if applicable. For new projects, provide financial
information for the corporation, partnership, or principal parties involved with the
project. Copies must be inserted at the end of the application, in the correct alpha-
numeric order and labeled as Attachment C, Economic Feasibility-10.

Response: The financial statements for Life Care Center of East Ridge are presented in

Attachment C, Economic Feasibility.10.

Describe all alternatives to this project which were considered and discuss the
advantages and disadvantages of each alternative including but not limited to:

a. A discussion regarding the availability of less costly, more effective, and/or more
efficient alternative methods of providing the benefits intended by the proposal. If
development of such alternatives is not practicable, the applicant should justify
why not; including reasons as to why they were rejected.

Response: As previously discussed, in 2012 a major renovation of the existing
facility was considered. Because of the high cost of this renovation, a major
renovation was not feasible. The proposed site is easily accessible by |-75 and US

Highway 41 (Ringgold Road). A relocation to another site was not necessary.

b. The applicant should document that consideration has been given to alternatives
to new construction, e.g., modernization or sharing arrangements. It should be
documented that superior alternatives have been implemented to the maximum

extent practicable.

Response: The original plan was to renovate the existing facility. During the planning of
the major renovation, it was determined that new construction was the most feasible

alternative and would result a higher quality facility.
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CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTH CARE

1. List all existing health care providers (e.g., hospitals, nursing homes, home care
organizations, etc.), managed care organizations, alliances, and/or networks with which
the applicant currently has or plans to have contractual and/or working relationships,
e.g., transfer agreements, contractual agreements for health services.

Response: Life Care operates 26 skilled nursing facilities in Tennessee. All of the facilities
have transfer agreements with local hospitals. This facility as transfer agreements with the
following hospitals: Erlanger Medical Center, Memorial Health Care System, Memorial North

Park, Parkridge East Hospital, Parkridge Vailey, and Skyridge.

Managed care, ancillary care (ambulance services, laboratory, etc.), and a hospice agreement
are in place. Managed care agreements have been developed with Blue Advantage, Care
Improvement, Cigna, Colonial Pen, Conventry, Health Springs, Humana, Nationwide, SS

Healthcare, TriCare, UHC, and Windsor.

2. Describe the positive and/or negative effects of the proposal on the health care system.
Please be sure to discuss any instances of duplication or competition arising from
your proposal including a description of the effect the proposal will have on the
utilization rates of existing providers in the service area of the project.

Response: This applicant is requesting to replace a 40 year old 130 bed facility with a 108
bed state-of-the-art facility on the existing site. The effects of this proposal is only positive on

the health care system.

The replacement of the building will require the closing of the existing nursing home for
approximately three years. Since Life Care Center of East Ridge has very high number of
Level Il (skilled Nursing care) who have a short length of stay. At the present time, there are
58 Level Il patients and only eleven Level | (intermediate care) patients. The length of stay of
the Level Il patients is approximately 34 days. If admissions of new patients is suspended 45
days before the building is closed, most of the Level |l patients not need to be transferred to
another nursing home. The Level | patients will be encouraged to transfer to Life Care Center

of Collegedale which is a distance of 11 miles and has a similar charge structure.
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3. Provide the current and/or anticipated staffing pattern for all employees providing
patient care for the project. This can be reported using FTEs for these positions.
Additionally, please compare the clinical staff salaries in the proposal to prevailing
wage patterns in the service area as published by the Tennessee Department of Labor
& Workforce Development and/or other documented sources.

Response: During the first year of operation, the patient care staffing is expected to be 87.5
FTEs. This staff includes 6 registered nurses, 16 licensed practical nurses, 32 certified nurse
aides, 18 physical therapists, 3.5 speech therapists, and 12 occupational therapists. The
expected salary, compared to those of the Tennessee Department of Labor & Workforce
Development, is presented in the following table.

Table 9
Salary Comparisons

State
Position Expected Median
Wage Wage
Registered Nurse $23.00 $27.30
Licensed Practical Nurse $18.00 $17.10
Certified Nursing Technician $11.50 $11.30
Physical Therapist $36.00 $40.05
Speech Therapist $33.00 $35.45
Occupational Therapist $33.00 $38.10

4. Discuss the availability of and accessibility to human resources required by the
proposal, including adequate professional staff, as per the Department of Health, the
Department of Mental Health and Developmental Disabilities, and/or the Division of
Mental Retardation Services licensing requirements.

Response: The applicant has operated in the state for many years, and has always been
successful in attracting and retaining adequate professional and support staff. The expected
total staffing, during the first year of operation, is 120 FTES . The applicant does not

anticipate a problem in recruiting this staff.

5. Verify that the applicant has reviewed and understands all licensing certification as
required by the State of Tennessee for medical/clinical staff. These include, without
limitation, regulations concerning physician supervision, credentialing, admission
privileges, quality assurance policies and programs, utilization review policies and
programs, record keeping, and staff education.

Response: As indicated in other parts of this application, the applicant has operated in the
State of Tennessee for over 40 years. The management company has been operating in the

State of Tennessee since 1976, and manages 26 other nursing homes in the state.
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Therefore, the management team and the management company are very familiar with, and
understand all licensing and certification requirements of the State of Tennessee.

6. Discuss your health care institution’s participation in the training of students in the
areas of medicine, nursing, social work, etc. (e.g., internships, residencies, etc.).

Response: Initially, the applicant is not planning to participate in the training of students.

7. (a)

(b)

Please verify, as applicable, that the applicant has reviewed and understands the
licensure requirements of the Department of Health, the Department of Mental
Health and Developmental Disabilities, the Division of Mental Retardation
Services, and/or any applicable Medicare requirements.

Response: As noted in the response to question 5, Life Care has extensive experience
in long term care, and is familiar with the Tennessee Department of Health’s licensure
requirements. The facility will be certified with Medicare. Life Care manages the
operations of approximately 230 facilities currently certified by the Medicare program.
The applicant understands the requirements of the various governmental authorities.

Provide the name of the entity from which the applicant has received or will
receive licensure, certification, and/or accreditation.

Response: Licensure: Life Care Center of East Ridge is licensed by the Tennessee
Department of Health. A copy of the current license is presented in Attachment Orderly

Development 7.(b).1

Certification: (1) Medicare — Centers for Medicare and Medicaid Services.

Accreditation: It is accredited by the Joint Commission for Accreditation of Healthcare
Organization. A copy of the certificate is presented in Attachment Orderly Development

7.(b).2.
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If an existing institution, please describe the current standing with any licensing,
certifying, or accrediting agency. Provide a copy of the current license of the facility.

(c) For existing licensed providers, document that all deficiencies (if any) cited in the
last licensure certification and inspection have been addressed through an
approved plan of correction. Please include a copy of the most recent
licensure/certification inspection with an approved plan of correction.

Response: A copy of the last inspection, the correction action plan and final clearance
letter are presented in Attachment Orderly Development 7.(c).1.

8. Document and explain any final orders or judgments entered in any state or country by

10.

a licensing agency or court against professional licenses held by the applicant or any
entities or persons with more than a 5% ownership interest in the applicant. Such
information is to be provided for licenses regardless of whether such license is

currently held.

Response: None

Identify and explain any final civil or criminal judgments for fraud or theft against any
person or entity with more than a 5% ownership interest in the project.

Response: None

If the proposal is approved, please discuss whether the applicant will provide the
Tennessee Health Services and Development Agency and/or the reviewing agency
information concerning the number of patients treated, the number and type of

procedures performed, and other data as required.

Response: The applicant currently provides, and will continue to provide, appropriate
agencies information concerning the number of patients treated, type of procedures

performed, etc.
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PROOF OF PUBLICATION

Attach the full page of the newspaper in which the notice of intent appeared with the mast
and dateline intact or submit a publication affidavit from the newspaper as proof of the

publication of the letter of intent.
Response: Attached is the full page from the newspaper containing the notice of intent.

DEVELOPMENT SCHEDULE

Tennessee Code Annotated § 68-11-1609(c) provides that a Certificate of Need is valid for a
period not to exceed three (3) years (for hospital projects) or two (2) years (for all other
projects) from the date of its issuance and after such time shall expire; provided, that the
Agency may, in granting the Certificate of Need, allow longer periods of validity for
Certificates of Need for good cause shown. Subsequent to granting the Certificate of
Need, the Agency may extend a Certificate of Need for a period upon application and good
cause shown, accompanied by a non-refundable reasonable filing fee, as prescribed by
rule. A Certificate of Need which has been extended shall expire at the end of the
extended time period. The decision whether to grant such an extension is within the sole
discretion of the Agency, and is not subject to review, reconsideration, or appeal.

1. Please complete the Project Completion Forecast Chart on the next page. If the project
will be completed in multiple phases, please identify the anticipated completion date

for each phase.
Response: The chart is completed

2. If the response to the preceding question indicates that the applicant does not
anticipate completing the project within the period of validity as defined in the
preceding paragraph, please state below any request for an extended schedule and
document the “good cause” for such an extension.

Response: Because of the anticipated time required to complete this project, the applicant is

requesting an extension of 12 months or a total time of 36 months.

Form HF0004
Revised 05/03/04

Previous Forms are obsolete
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PROJECT COMPLETION FORECAST CHART

Enter the Agency projected Initial Decision date, as published in Rule 68-11-1609(c): January 15,
2015. Assuming the CON approval becomes the final agency action on that date; indicate the number
of days from the above agency decision date to each phase of the completion forecast.

Anticipated Date
Phase DAYS (MONTH/YEAR)
REQUIRED

1.  Architectural and engineering contract signed 30 January/2015
2. Construction documents approved by the Tennessee

Department of Health 203 July/2015
3. Construction contract signed 233 August/2015
4.  Building permit secured 264 September/2015
5.  Site preparation completed 356 December/2015
6. Building construction commenced 387 January/2015
7. Construction 40% complete 538 June/2016
8.  Construction 80% complete 691 November/2016
9.  Construction 100% complete (approved for

occupancy 872 May/2017
10. *Issuance of license 902 June/2017
11. *Initiation of service 932 July/2017
12. Final Architectural Certification of Payment 962 August/2017
13. Final Project Report Form (HF0055) 993 September/2017

* For projects that do NOT involve construction or renovation: Please complete items
10 and 11 only.

Note: If litigation occurs, the completion forecast will be adjusted at the time of the final
determination to reflect the actual issue date.

The applicant is requesting 36 month to complete this project.
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ATTACHMENT A4.1
COPY OF CHARTER
AND
AMENDMENT TO CHARTER
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Secretary of State
Division of Business Services
312 Eighth Avenue North
6th Floor, William R. Snodgrass Tower
Nashville, Tennessee 37243

T0:

CFS

8161 HIGHWAY 100
#172

NASHVILLE, TN 37221

ISSUANCE DATE: 01/16/2008
REQUEST NUMBER: 08016103A

CHARTER/QUALIFICATION DATE: 01/06/1976
STATUS: ACTIVE

CORPORATE EXPIRATION DATE: PERPETUAL
CONTROL NUMBER: 0018476

JURISDICTION: TENNESSEE

REQUESTED BY:

CFS

8161 HIGHWAY 100
#172

NASHVILLE, TN 37221

I, RILEY C DARNELL, SECRETARY OF STATE OF THE STATE OF TENNESSEE DD HEREBY CERTIFY THAT

---------------------------------------------------------------------------------------

WAS INCORPORATED OR QUALIFIED TO DO BUSINESS IN THE STATE OF TENNESSEE ON THE

ABOVE DATE,
DATE(S) AS BELOW INDICATED:

REFERENCE DATE FILED
NUMBER
BC1l1P5952 01/06/1976
1136-0317 01/30/1989
4420-2053 02/14/2002

--------------------------------

FOR: REQUEST FOR COPIES

FROM:
CAPITAL FILING SERVICE (CFS)

8161 HIGHWAY 100

#172
NASHVILLE, TN 37221-0000

AND THAT THE ATTACHED DOCUMENT(S) WAS/WERE FILED IN OFFICE ON THE

FILING TYPE FILING ACTION
NAM DUR STK PRN OFC AGT INC MAL FYC

CHART-PROFIT
AMEND-CHARTER X

AMEND-CHARTER X

-------------------------------------------------------

-------------------------------------------------------

ON DATE: 01/16/08
FEES
RECEIVED: $140.00 ¢0.00

TOTAL PAYMENT RECEIVED: $140.00

RECEIPT NUMBER: 00004308742
ACCOUNT NUMBER: 00101230

RILEY C. DARNELL
SECRETARY OF STATE




'JANUARY 6, 1976

CHARTER
CF . |
’ !
LIFE CARE CENTERS OF AMERICA, INC.
, |

The undersigred natural person, havingicapacity to
contract and acting as the incorporator of a corporation under
the Tennessee General Corporation Act, adopts the following
Charter for such corporation: ' !

. |
1. The name of the Corporation is LIFE CARE CENTERS
OF AMERICA, INC. . !

2. The duration of the corporation islperputual(
] .

3. The address of the principal office of the Corp-
oration in the State of Tenneseee shall be 1308 South Lee
Highway, Cleveland, Bradley County, Tennessee. :

4. The corporation is for profit.

5. ' The purpose or purposes for which the corporation
is organized are:

To own, hold, lease ¢r rent as lessor or lessee
or landlord or tenant, arid dispose of, nursing
homes, convalescent centers, and retirement
centers, or properties of like nature ox kind,
within or without the State of Teinessee,
either in its corporate name or as a limited
or general partner with other corporations,
persons, or firms, and to own, hold, and
dispose of the corporsate stocks and securities
of corporations, domesti¢ or foreign, oyming
or leasing or renting .such properties, and

[4 “

To engage in any and all activities and do all
things not prohibited by law to' a corpoxation
organized for profit under the laws of the
State of Tennessee or reserve to corporations
required to be organized: under statutes other ,
than the general corporationk laws of Tennessee
or requiring a special limited or restricted

license.

|

6. The maximum number of shaves which the Corporation

shall have the authority to issue is Teh Thousand (10,0001 s%ares
each of which shall have a par value of One Dollar ($1.00L, !

VOLUME C-11,PACE 5952




' JAWUARY 6, 1976 VOLDME C-11, PAGE 595%

7. The corporation will riot commence business until
consideration of not less than One-Thousand Dollars ($1000.00)
‘has been received for the issuance of shares.

Dated tauis /¥ day of December, 197.

» Inecorvorator




VOLME c-11, BWGE 5954
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1, JOE C, CARR, Secretary of State, do certify that this

BN e S oy
o

Charter, with certificate attached, the foregoing of which' (s ‘

true copy, was this day registered and certified to by me, | ! l

This the 6th day of Japuary, 1976 l:
| | o
JOE C. CARR,
. i
SECRETARY ?F sﬂe.ﬁm
FEE: $ gu..1o :
‘ ;
|
; F
i ! '
| |
I
.
Co ]
1r ,I'
- !
| :
Pl r l
o
I
1 |




0 gef Sl Al el

. ,-'\3?‘ A ’5‘. \.3 . .
F ey ARTICLES OF AMENDMENT TO THE CHARTER
E':) 3*-' e .‘-V_.'é '.;1..'. = oF

LIFE CARE CENTERS OF AMERICA, INC.

Pursuant to the provisions of Section 48-20-106 of the Tennessee Business Corporation Act, the undersigned cor-
poration adopts the following articles of amendment to its charter: '

I. The name of the corporation is._Life Care Centers of America, Inc.

2. The text of each amendment adopred is:

The address of the principal of fice in the State of Tennessee shall be:

3570 Keith Street, N.VW.

Bradlev County
Cleveland, Tennessee 37312

3. The corporation is a for-profit corporation.
4. The manncr (if not set forth in the amendment) for implementation of any exchange, reclassification, or cancells-

tion of issued shares is as follows:

N/A

5. The amendment was duly adopted on __January 13, 1989 ____ by (REXXOEERNNAK) (the board of
directors without shareholder approval, as such is not required) (the shareholders),

[NOTE: Please strike the choices which do 1ot apply to this amendment,}

6. 11 the amendment is not t0 be cffective when these articles are filed by the Secretaty of State, the date/time it wili

be effective is

09 (datc) (time),

[NOTE: The delayed effective date shall not be later than the 90th day after the date this document is filed by the

Secretary of State.]

¢ 13, 19%9 LIFE CARE CENTERS OF AMERTICA, INC.
Signaljre Date j

Chairman
Signer's Capacity

Forrest L., Preston

Name (typed or printed)




For Office Use Only

; 3 ?a
' ARTICLES OF AMENDMENTp, % @
nwmm of Sinte TOTHECHARTER ‘o2 als
Corporate ilings (For-Profif) el 0

312 Eighth Avenue North = i

6t Floor, William R. Snodgrass Tower e A
Nashvillc, TN 37243 e L &
CORPORATE CONTROL NUMBER (EF KNOWN) 0018476 D S
A

PURSUANT TO THE PROVISIONS OF SECTION 48-20-106 OF THE TENNESSEE" B('?IJ\ES‘S‘
CORPORATION ACT, THE UNDERSIGNED CORPORATION ADOPTS THE FOLLOWING AR-
TICLES OF AMENDMENT TO ITS CHARTER:

|. PLEASE INSERT THE NAME OF THE CORPQORATION AS IT APPEARS OF RECORD:
LIFE CARE CENTERS OF AMERICA, INC.

IF CHANGING THE NAME, INSERT THE NEW NAME ON THE LINE BELOW:

2, PLEASE MARK THE BLOCK THAT APPLIES:

(%] AMENDMIINT IS TO BE EFFECTIVE WHEN FILLED BY THE SECRETARY QF STATL:.
1 AMENRMENT IS TO BE EFFECTIVE, MON LIS, DAY VLR
(NOTTOBE LATER THAN THE 90TH DAYAFTER THE DATE THIS DOCUMENT ISFILED.) (FNEIT1IER BLOCK 1S CHECKED.,
THEAMENDMENT WILL BE EFFECTIVE AT THETIME OF FILING

3. PLEASE INSERT ANY CHANGES THAT APPLY:

A PRINCIWLADORESS: . .
STREETADDRESS

ary STATEICOUNTY TP CODE
B. REGISTEREDAGenT ~ Fomestl Preston
C REGISTEREDADORESS: 3570 Keith Streel, N.W.

Cleveland ™ 37§'§ . Bradley

—cny TPCODE COUNTY
0  OTHERCHANGES:
4. THE CORPORATION IS FOR PROFIT.

THE MANNER ({F NOT SET FORTH IN THE AMENDMENT) FUR IMPLEMENTATION OF ANY EX-
CHANGE, RECLASSIFICATION. OR CANCELLATION OF !SSUED SHARES IS AS FOLLOWS:

wn

(MONTEL DAY YLAK)

THE AMENDMENT WAS DULY ADOPTED ON Februarv /4 2002
IsY (Please mark the block that applies):

{7 'THE INCORPORATORS WITHOUT SHAREHOLDER ACTION, AS SUCH WAS NOT REQUIRED.
[¥] THE BOARD OF DIRECTORS WITHOUT SHAREHULDER APPROVAL, AS SUCH WAS NOT REQUIRED.,

| ] THE SHAREHOLDERS. o

Vice President/Treasurer
SIGNFR'S CAPACITY

February /4, 2002 J. Steghen Ziegler

DATE NAME OF SIGNER (TYPED OR PRINTED)

554421 (Rev. 10/01) Filing Fes: $20.00 RDA 1578




ATTACHMENT A.4.2
COPY OF BYLAWS
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BY-LAWS

OF

LIFE CARE CENTERS OF AMERICA, INC.

ARTICLE I
MEETINGS OF SHAREHOLDERS

1. Annual Meeting. The annual meeting of the

shareholders shall be held at such time and pPlace, either'with-

in or without this State, as may be_desiénated from time to

-

time by the directors. Unless the time is otherwise specified

by the directors, said meeting shall be held on the first
Monday in February of each year, or as close thereto as

practicable.

2. Special Meetings. Special meetings of the

sharekclders may be called by the President, a majority
of the board of directors, or by the holders of not less
than one-tenth (1/10) of all the shares entitled to vote at

such meeting. The place of said meetings shall be designated
by the directors.

Notice of Shareholder Meetings. Written or

e
printed notice stating the place, day, and hour of the meeting,

and in the case of a special meeting the purpose or purposes
for which the meeting is called and the person or persons
calling the meecting, shall be delivered either personally

or by mail by or at the direction of the President, Secretary.

ficer, or person calling the meeting to each shareholder

rty

(o]



entitled to vote at the meetiny. If mailed, sSuch notice’

shall be delivered not less than ten (l10) nor more than

sixty (60) days before the date of the meeting, and shall

pbe deemed to be delivered when deposited in the United
States mail addressed to the shareholder at his address as

it appears on the stock transfer books of the corporation,

with postage thereon prepaid. If delivered personally,

such notice shall be delivered not less than f£ive (5) nor
more than sixty (60) days before the date of the meeting,

and shall be deemed delivered when actually received by

the shareholder. The person giving such notice shall certify

that the notice réquired by:this paragraph has been given.

4. Quorum Requirements. A majority of the

shares entitled to vote shall constitute a quorum for the

.transaction of business. A meeting may be adjourned despite

the absence of a guorum, and notice of an adjourned meeting

need not be given if the time and place to which the meating
is adjourned are announced at the meeting at which the adjourn-

ment is taken. When a quorum is present at any meetirg, a
majority in interest of the stock there represented shall
decide any question brought before such meeting, unless the

guestion is one upon which, by express provision of this

corporation's charter, these by-laws, or by the laws cf{ Tenn-
in which case

essee, a larger or different vote is required,

such express provision shall govern the decision of such

question.
5. VYVoting and Proxies. Every shareholder entitied

vote at a meeting may do SO either in person or by written

to
L ei1ad with the secretary of the

L =1



meeting before being voted. Such proxy shall entitle .the

holders thereof to vote at any adjournment of such meeting,

but shall not be valid after the final adjournment thereof,
No proxy shall be valid after the expiraticumlof eleven
(11) months from the date of its execution unless otherwise
provided in'the proxy.

) ARTICLE II

BOARD OF DIRECTORS

1. ggglificétion and Election. Directors need

not be shareholders or residents of this-State, but must be
of legal age. They shall be elected by a Plurality of the
votes cast at the annual meetings of the shareholders.
Each director shall hold office until the expiration of the
term for which he ié elected, and thereafter until his
successor has béén elected and qualified. The term of

each director shall be fixed by the shareholders at the

time of his election but shall not exceed three (3) years.

2. Number. The number of directors shall be

fixed from time to time by the shareholders, or by a majority
of the entire board of directors, but shall never be less
than three (3), unless there are also less than three (3)

sharzholders, in which case the number of directors may

egual the number of shareholders.
3. Meetings. The annual meeting of the board

of cirectors shall be held immediately after the adjournment

of the annual meeting of the shareholders, at which time

the cificers of the corporation shall Le elested. The

board may also designate more frequent intervals for regqular



meetings. Special meetings may be called at any time Ey

the Chairman of the Board, President, or any two (2)
directors.

4. Notice of Directors' Meetings. The annual

and all regular board meetings may be held without notice.
Special meetings shall be held upon notice sent by any

usual means of communication not less than three (3)

days before the meeting.

5. Quorum and Vote. The presence of a majority

of the directors shall constitute a quorum for the trans-

action of business. A meeting may be adjourned despite

the absence of a quorum, and notice of an adjourned meeting
need not be given if the time and place to which the meeting
is adjourned are fixed at the meeting at which the adjournment
is taken, and if the period of adjournment does not exceed
thirty (30) days in any one édjournment. The vote of a
ﬁajority of the directors present at a meeting at which

a quorum is present shall be the act of the board, unless

the vote of a greater number is required by these by-laws

or any applicable statutory provision.
The board of

6. Executive and Other Committees.

directors, by a resolution adopted by a majority of

its members,

may designate an executive committee, consisting of two or
more directors, and other committees, consisting of two or

more gersons, who may or may not be dircctors, and may delegate

to such committee or committees any and all such authority

as it deems desirable, including the right to delegate to

an exscutive committee the power to exercise all the authority



of the board of directors in the management of the affairs

and property of the corporation.
ARTICLE III

OFFICERS

l. Number. The corporation shall have a Chairman

of the Board, President, Vice-President, a Secretary, a

Treasurer, and such other officers as the board of directors

shall from time to time deenm necessary. Any two or more

offices may be held by the same person, except the offices

of President and Secretary.

2. Election and Term. The officers shall be

elected by the board at its annual meeting. Each officer

shall serve until the expiration of the term for which he is

elected, which shall not exceed two (2) years, and thereafter

until his successor has been elecEed and qualified.

3. Duties. All officers shall have such authority

and perform such duties in the management of the corporation
as are normally incident to their offices and as the board
of directors may from time to time provide.
ARTICLE IV
RESIGNATIONS, REMOVALS

AND VACANCIES

l. Resignations. Any officer or director may

resign at any time by giving written notice to the chairman of

the board, the president, or the secretary. Any such resignation

shall take effect at the time specified therein, or, if no time

is specified, then upon its acceptance by the board of directors.
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Such resignation shall be without prejudice to the contract

rights of the corporation, if any, under any contract

between the corporation and the resiyning of ficers of

directors.

2. Removal of Officers. Any officer or agent may

be removed by the board whenever in its judgment the best
interests of the corporation will be served thereby. Such
removal shall be without prejudice to the contract rights,
if any, of the person so removed, but alsé states that the

election or appointment of such officer or agent shall not

in and of itself create any such rights.

J. Removal of Directors. Ahy or all of the

directors may be removed either with or without cause by

a proper vote of the shareholders; and may be removed with

cause by a majority vote of the entire board.

4. Vacancies. Newly created directorships

resulting from an increase in the number of directors, and

vacancies occurring in any office or directorship for any

reason, including removal of an officer or director, may

be filed by the vote of a majority of the directors then
in office, even if less than a quorum exists.
ARTICLE V

CAPITAL STOCK

l. Stock Certificates. Every shareholder shall

be entitled to a certificate or certificates of capital stock

of the corporation in such form as may be prescribed bty

the board of directors. Unless otherwise decided by the board,



such certificates shall be signed by the president and the

secretary of the corporation.

2. Transfer of Shares. Shares of stock may be

transferred on the books Of the corporation by delivery and
surrender of the properly assigned certificate, but subject
to any restrictions on transfer imposed by either the
applicable securities laws or any shareholder agreement.

3. Loss.of Certificates. In the Case of the loss,

mutilation, or destruction Of a certificate Oof stock, a

duplicate certificate may be issued upon such terms as
Fhe board of directors shall prescribe.
ARTICLE VI
ACTION BY CONSENT

Whenever the shareholders or directors are
required or permitted to take any action by vote, such
action may be taken without a meeting. on written consent,
setting forth the action so taken, signed by all the
persons or entities entitled to vote thereon.

ARTICLE VII

AMENDMENT OF BY-LAWS

These by-laws may be amended, added to, or repealed

either by: (l) a majority vote of the shares represented
at any duly constituted shareholders' meeting, or (2) a

majority vote of the entire board of directors. Any change

in the by-laws made by the board of directors, however, may

be amended or repealed by the shareholders.
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(April 2013)

Life Care Center of East Ridge
1500 Fincher Avenue
East Ridge, Tennessee 37412

LESSOR

East Ridge Medical Investors, LLC

|

I

Life Care Centers of America, Inc. East Ridge Medical, Inc.

99.5% Member 0.5% Member

l

Forrest L. Preston

Life Care Centers of America, Inc.

100% Sole Shareholder 100% Sole Shareholder

l

Forrest L. Preston

100% Sole Shareholder

MASTER TENANT / SUB-LESSOR

Master Lease Master Tenant, LLC
f/k/a Real Estate HUD Master Tenant, LLC
a Tennessee limited liability company

|

Forrest L. Preston Developers Investment Company II, Inc.

99.5% Member 0.5% Member

|

Forrest L. Preston
100% Sole Shareholder

SUB-LESSEE / LICENSE HOLDER

Life Care Centers of America, Inc.

Forrest L. Preston

100% Sole Shareholder
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DRAFT

LEASE AGREEMENT

THIS LEASE AGREEMENT (this "Lease") is entered into as of the day of
, 2014, by and between EAST RIDGE MEDICAL INVESTORS, LLC, a Tennessee

limited liability company (hereinafter referred to as “Lessor”), and LIFE CARE CENTERS OF
AMERICA, INC., a Tennessee corporation (hereinafter referred to as “Lessee’), and is made with
reference to the following facts:

A. Lessor is or will be the owner of certain improved real property located in Hamilton
County, Tennessee which is described with more particularity on Exhibit “A” attached hereto and
incorporated by reference herein with said property being improved with a skilled nursing facility to
be known as Life Care Center of East Ridge (the “Premises™).

B. Lessee desires to lease the Premises, including all improvements located thereon and
all furniture, furnishings, fixtures and equipment utilized therein as furtheridentified on Exhibit “B”
attached hereto and incorporated by reference herein in the operation of a skilled nursing facility (the

“Equipment”).

C. Lessor is willing to lease said Premises and Equipment to Lessee for the purposes and
on the terms and conditions set forth herein.

NOW, THEREFORE, in consideration of the mutual covenants herein contained, IT IS
AGREED AS FOLLOWS:

1. LEASED PREMISES.

Lessor does hereby lease to Lessee and Lessee does hereby rent and take from Lessor the
Premises and the Equipment upon the terms and conditions as hereinafter set forth.

2, PROPERTY AND TITLE ACCEPTANCE.

Lessor warrants that it holds good and marketable title to the Premises. Lessee represents
that the Premises and sidewalks and structures adjoining the same, any subsurface conditions thereof,
and the present uses and nonuses thereof have been examined by Lessee. Lessee accepts the same in
the condition in which they now are, without representation or warranty, express or implied, in fact

or by law, by Lessor.
1 NO ABATEMENT FOR CONDITION OF IMPROVEMENTS.

The Lessee accepts the building, improvements, and Equipment on the Premises in their
present state and without any representation or warranty by Lessor as to the condition of such
property or as to the use which may be made thereof. Lessor shall not be responsible for any latent

I\LEGAL\East Ridge CON 2014\Lease (DRAFT).doc



defect or change of condition in such building, improvements, and Equipment, and the rent
hereunder shall in no case be withheld or diminished on account of any defect in such property, any
change in the condition thereof, any damage occurring thereto, or the existence with respect thereto
of any violations of the laws or regulations of any governmental authority.

4. TERM.
A. The term of this Lease shall be for a period of ten (10) years, commencing on the date

Lessor has received a Certificate of Occupancy.

B. Provided it is not in material default hereunder, Lessee shall have the option to extend
the Lease two times. Each option period will be for a term of five (5) years. In the event the Lessee
shall exercise both options, the total extended Lease term shall then be for twenty (20) years. Such
option will be deemed to have been automatically exercised unless the Lessee notifies the Lessor in
writing to the contrary at least sixty (60) days before the end of the applicable Lease period.

5. RENT.

A. During the initial ten (10) year term of this Lease, Lessee shall pay Lessor rent in
equal monthly installments in the amount of Eighty-four Thousand, Three Hundred Thirty-Three and
33/100 Dollars ($84,333.33). The rent shall be payable on the first day of each month during the
term of this Lease commencing on the completion of the construction of the Premises and once the
Lessor has received a Certificate of Occupancy. If the Certificate of Occupancy is received on a day
other than the first day of the month, the rent shall be payable on the first day of the month
immediately following the receipt of the Certificate of Occupancy; provided, that rent for the partial
month shall be prorated and payable with the first full installment of the monthly rental. All rent
payable under this Lease shall be payable in advance, without abatement, demand, or offset. All rent
shall be paid to Lessor at Lessor's address specified herein or at such other place as Lessor may
designate from time to time by written notice to Lessee given as provided below.

B. If the lease term is extended beyond the initial ten (10) year term, the annual rental
shall be increased for each year of an option term by an amount equal to two and one-half percent
(2.5%) of the rental hereunder during the immediately preceding twelve (12) month period.

C. It is the purpose and intent of Lessor and Lessee that the rental payable by Lessee to
Lessor pursuant to this Lease shall be absolutely net to Lessor without abatement, deduction or
setoff, and that all costs, expenses, obligations, and liabilities of every kind and nature whatsoever
relating to the Premises or any part thereof that may arise or become due during the Lease term
(excepting those costs, expenses, obligations and liabilities arising from the willful misconduct or
negligence of Lessor) shall be paid by Lessee, and that Lessor shall be indemnified and saved
harmless by Lessee from and against such costs, expenses, obligations and liabilities. This Lease is
and shall be a "Pure Net" or "Triple-Net" Lease, as such terms are commonly used in the real estate
industry, it being intended that Lessee shall pay all costs, expenses, taxes (real and personal)
insurance, maintenance and charges arising out of the use, occupancy and operation of the Premises.

I\LEGAL\East Ridge CON 2014\Lease (DRAFT).doc



D. No abatement, diminution, or reduction of rent, charges, or other compensation shall
be claimed by or allowed to Lessee, or any persons claiming under it, under any circumstances,
whether for inconvenience, discomfort, interruption of business, or otherwise, arising from the
making of alterations, changes, additions, improvements or repairs to any buildings now on or which
may hereafter be erected on the Premises by Lessee (Lessee having no right to engage in such
activities during the term of the Lease if not otherwise expressly provided herein) by virtue or
because of any present or future governmental laws, ordinances, requirements, orders, directions,
rules, or regulations or by virtue or arising form, and during, the restoration of the Premises after the

destruction or damage thereof by fire or other cause.

E. If Lessor has not received any installment of rent by the tenth (10th) day of the month
in which it is due, such installment shall be delinquent and Lessee will incur a late charge equal to
five percent (5%) of the delinquent amount. Such delinquent installment shall also bear interest at
the rate of ten percent (10%) per annum from and after the expiration of any cure period granted

hereunder to Lessee.

6. INTENTIONALLY OMITTED.

7 WARRANTY OF AUTHORITY.

Lessor and Lessee each represent and warrant to the other that they have the right to enter into
this Lease and grant each other all the rights given and granted by them hereunder. Lessor further
represents and warrants to the Lessee that it will defend the Lessee's interest in the Premises under
this Lease and the Lessee's quiet enjoyment and possession of the Premises against the claims and

demands of all persons.

8. INDEMNITY.

Lessee covenants and agrees:

A. To indemnify and hold Lessor harmless against all expense and liability for damage to
property or injury to or death of any person or persons caused by or in connection with or arising out
of its activities, use or occupancy of the Premises or any act or omission of Lessee, its agents,
servants or employees or any sublessee upon the Premises, except if such expense and liability to
property or injury to or death of any person or persons arises from the willful misconduct or

negligence of Lessor.

B. That should Lessor be made a party to any litigation of any nature whatever arising
out of or connected with Lessee's occupation of the Premises or its activities thereon or from any of
the causes mentioned in this Paragraph §, other than by reason of Lessor's willful misconduct or
negligence, Lessee covenants and agrees to defend said litigation on behalf of Lessor upon the tender
of the defense of such litigation thereto and to pay all costs, including attorney's fees, in connection
therewith and to satisfy in full the amount of any final judgment rendered against Lessor in any such

litigation.
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Ol TAXES AND ASSESSMENTS.

A. Except as hereinafter provided in this paragraph, commencing upon the execution of
this Agreement, Lessee shall pay or cause to be paid before delinquency all real and personal
property taxes, assessments, license fees and public charges levied, assessed or imposed (referred to
collectively hereinafter as "Assessments"), against the Premises including, without limitation,
fixtures, or personal property (including furniture and appliances) installed or located on or in any
portion of the leased premises during the term hereof or any tax imposed in substitution, partially or
totally, of any tax previously included within the definition of real property tax, or any additional tax
the nature of which was previously included within the definition of real property tax. Lessee shall
make all such payments directly to the taxing authorities on or before the last day upon which
payment thereof may be made without interest or penalty. In addition, lessee shall promptly pay to
Lessor the sum of any such taxes prepaid by lessor prorated as of the date of execution of this
Agreement. The foregoing notwithstanding, if any of the Assessments are permitted to be paid in
installments (whether or not interest accrues on the unpaid balance), Lessee may, at Lessee's election,
utilize the permitted installment method, but shall pay each installment with any interest on or before
the last day upon which payment of such installment may be made without additional interest or
penalty. Notwithstanding the foregoing, Lessee shall not be obligated to pay the amount of any
increase in Assessments resulting from sale of the Premises to a third party.

B. On or before ten (10) days after the date when such payment was due under the
foregoing provisions of this paragraph, Lessee shall furnish Lessor with receipts evidencing such
payment. If Lessee fails to pay any Assessment required to be paid by Lessee when due under the
provisions of this paragraph, Lessor may pay any such Assessment and shall thereupon become
entitled to payment from Lessee on demand of any amount so paid, together with interest thereon at
the rate of ten percent (10%) per annum and the amount thus due shall constitute additional rent

under this Lease.

C. Lessee shall have the privilege, before delinquency occurs, to contest the legality or
amount of any Assessment for which Lessee is responsible under this Lease, and may institute such
proceedings as Lessee considers necessary in connection therewith. If Lessee contests any such
Assessment, Lessee may pay the same under protest or, if Lessee so elects, withhold or defer
payment thereof, provided that Lessee shall either: (i) deposit with Lessor a sum which shall be at
least ten percent (10%) greater than the amount of the Assessment being contested and also, from
time to time, on demand of Lessor, such additional sums as may be reasonably required to cover
interest or penalties accrued or to accrue thereon not covered by the amount theretofore deposited
with Lessor, or (ii) provide Lessor with a bond in an amount equal to one hundred ten percent
(110%) of the Assessment being contested, plus interest and penalties accruing thereon from time to
time, or (iii) provide other assurance reasonably acceptable to Lessor.

D. Lessor may, on one hundred twenty (120) days advance written notice to Lessee, pay
such contested Assessment out of any sums so deposited in case of undue delay in the prosecution of
such proceeding, or if the protection of the property or of Lessor's interest herein shall, in the
reasonable judgment of the Lessor, require such payment. When any such contested Assessment
shall have been paid, any sums so deposited to cover it and not applied for such payment by the
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Lessor shall forthwith be repaid to Lessee. Any such contest, whether before or after payment, may
be made in the name of the Lessor and Lessor hereby appoints Lessee as Lessor's attorney-in-fact for
the purpose of making payments to any taxing authorities and for the purpose of contesting any such

Assessments.

E. Lessor shall be notified thereof at least fifteen (15) days prior to the commencement
of any such proceedings, and Lessor shall cooperate reasonably in such contest. Any such contest
shall be at the sole cost and expense of Lessee, and Lessee shall pay any reasonable cost or expense
incurred by Lessor as a result of any such contest. If Lessee requires any of its sublessees to pay
directly or indirectly, under the applicable sublease, all or any of such assessments on the premises
leased to them, or which they have the right to use, then Lessee shall have the right to grant to any
such sublessees the right to contest the same, but only on and subject to the provisions and

conditions contained in this subparagraph.

10.  LIENS.

A. Lessee agrees to pay for or cause payment to be made for all labor done or materials
furnished for any work of construction, repair, maintenance or alterations done by or for the Lessee
in, upon or about the Premises and to keep and hold the Premises, and all improvements thereon,
free, clear and harmless of and from: (i) all liens arising by reason of any construction and work and
(ii) all claims of any nature or type arising by reason of the act or omission of Lessee, its agents, or
employees and at all times Lessee will protect and save Lessor harmless against all materialmen's or
mechanic's claims and liens and against all costs and expenses, including reasonable attorney's fees,
which might accrue or be incurred by reason of or on account of any such claim, lien or work done,

for Lessee only.

B. Should Lessee fail to pay or otherwise cause such lien or claim to be discharged as a
claim or lien against the Premises and/or any improvements located thereon within forty-five (45)
days after written notice from Lessor or Lessee of the existence thereof (unless within such period
the Lessee has given written notice to the Lessor of its intention to contest the same of has
commenced a contest thereof), the Lessor shall have the right, but not the duty, to pay, adjust or
compromise the same or any portion thereof, and in so doing, shall be the sole judge of the legality of
such claim or lien and shall have the sole and absolute discretion in determining the advisability of
such payment, compromise or adjustment. If Lessee gives said written notice of contest or
commences any such contest within said forty-five (45) day period, Lessor shall not have the right to
pay, adjust or otherwise compromise any such lien or claim pursuant to the foregoing provisions of
this subparagraph. Any such lien or claim may be discharged by Lessee furnishing a bond in a form

satisfactory to Lessor.

C. If Lessee contest any such claim or lien and litigation of such contest ensues, Lessee,
within fifteen (15) days after any final judgment is recovered against Lessee and/or Lessor in such
action, shall pay said judgment and fully discharge the Premises and/or improvements thereon from
said judgment. If an appeal is taken by Lessee to a higher court from any judgment against Lessee
and/or against Lessor, Lessee shall furnish an appeal bond or otherwise cause a stay of execution of a
judgment of a lower court within said fifteen (15) day period as required by this subparagraph, or any
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later time permitted by court order, Lessor, at any time thereafter shall have the right but not the duty
to pay or compromise the judgment or otherwise cause the same to be satisfied and discharged upon
such terms and conditions as Lessor deems fit. Further, Lessor shall have the right to, but need not,
redeem the Premises and/or any improvements thereon or any part thereof, from any sale under
foreclosure of any mechanic's or materialmen's liens or other claims or liens of a like nature, without

any notice whatsoever to Lessee.

D. Lessee covenants to repay to Lessor all money that Lessor pays out in discharge of
such claim, lien, or judgment, or to redeem the Premises from any sale thereunder, and for all costs
and expenses, including Lessor's reasonable attorney's fees, accruing or incurred by reason of or on
account of any failure by Lessee to perform its obligations under this paragraph, together with
interest at the rate of twelve percent (12%) per annum from the time of payment by Lessor until
repayment of Lessee. Repayment to Lessor shall be made within ten (10) days from service by

Lessor upon Lessee of written notice of such payment by Lessor.

E. Lessor or Lessor's agents shall have at all reasonable time the right to go upon the
Premises for the purpose of posting and keeping posted thereon such notices of non-responsibility as
Lessor deems necessary for protection of the Premises from materialmen's or mechanic's liens or

other claims or liens of a similar nature.

11. INTENTIONALLY OMITTED.

12. EQUIPMENT.

A. Portions of the Equipment are or may be leased from third parties or are the subject of
installment purchase obligations. Lessee agrees to assume and promptly discharge in accordance
with their respective terms all such lease and purchase obligations. Notwithstanding such
assumptions and payments by Lessee, title to such items of Equipment shall remain or be taken in the

name of Lessor.

B. Lessee may use any Equipment subject to the terms and provisions of this Lease. The
Equipment will be kept by Lessee in its possession and control and will be used by Lessee, and by all
persons operating same, with due care in conformity with all applicable laws, regulations and other
requirements of any insurer or governmental agency. Equipment will at all times be located at the
Premises and will be removed therefrom only with the prior written permission of Lessor, except that
the automobiles and the computer included in the Equipment may be located wherever Lessee
chooses. Lessee shall use every reasonable precaution to prevent losses or damage to the Equipment
from fire and other hazards. Lessee shall not create any liens, charges or encumbrances on said
Equipment. Lessee shall not permit the Equipment to come into the possession of any third person,
except that Lessee may permit its parent, subsidiaries or affiliates to use the Equipment, and may
share the use of the Equipment so long as possession and control continue in Lessee. However, no
sharing shall in any event relieve Lessee of any of its obligations and liabilities hereunder.

C. Lessee shall, at its sole cost and expense, keep and maintain the Equipment in
working order comparable to that at the time of execution of this Lease, repair and appearance, and
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protected from the elements, in order that it shall continue to fulfill its intended function or use.
Lessee shall affix and maintain in a prominent position on the Equipment plates, tags or other
identifying labels showing ownership of Equipment by Lessor. Lessee will not, without the prior
written consent of Lessor, make or perform any alteration to the Equipment (other than engineering
changes which may be made by the manufacturer of the Equipment in the course of ordinary
maintenance of the Equipment); will not affix or install any accessory, equipment or device on any
Equipment leased hereunder if such addition will impair the originally intended function or use of
such Equipment. All repairs, replacements, parts, supplies, accessories, equipment and devices
furnished, attached or affixed to any Equipment (except such as may be removed without in any way
affecting or impairing the originally intended function or use of such Equipment) shall thereupon
become the property of Lessor and be deemed to be Equipment hereunder. Lessee shall not be
obligated to replace any of the automobiles which wear out or the computer if it wears out or

becomes obsolescent.

D. Any alternations or modifications with respect to the Equipment that may at any time
during the term of this Lease be required to comply with any applicable law or any governmental rule
or regulation shall be at the expense of Lessee. Lessee shall be entitled to benefits of and Lessor

hereby assigns to Lessee all rights, warranties, and guaranties acquired by Lessor for supplies and
manufacture.

13. BUSINESS OPERATIONS.

A. Lessee shall, throughout the term of this Lease and at its sole expense, diligently
pursue the operation of the Premises as a long term care and/or senior housing. In the event that
Lessee defaults under this Lease and Lessor takes possession of the Premises pursuant to Paragraph
22 hereof, Lessor concurrently with such taking of possession may assume full and complete control
of management of operations of the Premises. If Lessor makes any expenditures or incurs any
obligations in order to correct any deficiencies set forth in any health care agency survey of the
Premises or any other governmental citation with respect thereto, such costs shall be deemed to be
additional rent hereunder and shall be paid by Lessee to Lessor within five (5) days of rendition of

any bill or statement to Lessor therefor.

B. Lessee shall provide Lessor with unaudited financial operating statements on an

annual basis.

14. DAMAGE OR DESTRUCTION.

A. Should the improvements included in and situated upon the Premises (the
"Improvements") be partially or totally damaged or destroyed during the term of this Lease, Lessee
shall repair, restore, replace and/or rebuild the same to substantially the same condition as existed
immediately prior to such damage or destruction (sometimes referred to hereinafter as the

"Reconstruction Work") in accordance with this paragraph.

B. If the Improvements are damaged or destroyed by fire or other casualty insured under
the fire and extended coverage insurance required to be furnished by the Lessee hereunder, Lessee
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shall be required to repair, restore, replace and/or rebuild the same, unless Lessor shall waive such
requirement in writing.

C. If Lessor waives Lessee's obligation to perform the Reconstruction Work under the
foregoing provisions of this subparagraph and gives the said written notice to Lessor, this Lease shall

thereupon terminate.

D. If the Improvements are damaged or destroyed by a casualty which is not insured
under the fire and extended coverage risk insurance required to be furnished by the Lessee under
Paragraph 15 of this Lease, Lessee shall be required to repair, restore, replace and/or rebuild the
same, unless the reasonably estimated cost of the Reconstruction Work exceeds two hundred and
fifty thousand dollars ($250,000.00); and within sixty (60) days after the date such damage or
destruction occurs, Lessee gives written notice to Lessor that the cost of the Reconstruction Work is
in excess of that specified above. If the Lessee fails to exercise such election within the said sixty
(60) day period, Lessee shall then be obligated to perform the Reconstruction Work.

E. If Lessee is not obligated to perform the Reconstruction Work under the foregoing
provisions of this subparagraph and give the said written notice to the Lessor, this Lease shall
thereupon terminate as of the expiration of said sixty (60) days.

F. If the Improvements are damaged or destroyed and the Lessee is obligated to perform
the Reconstruction Work in accordance with the foregoing provisions of this paragraph (including by
reason of the Lessee's failure to make the elections provided hereinafter), this Lease shall continue in
full force and effect, except there shall be proportionate reduction in the rental payable by the Lessee
hereunder for the period commencing on the date the damage or destruction occurs and ending with
the date the Reconstruction Work is substantially completed. Such reduction shall be made on the
basis of the extent to which such damage or destruction and the performance of the Reconstruction
Work interferes with the use of the Improvements for the purpose stated in this Lease.

G. If, under the foregoing provisions of this paragraph, the Lessee is obligated to perform
the Reconstruction Work, the Lessee shall commence and complete the Reconstruction Work in

accordance with the following:

(1 The laws, rules, regulations and orders of governmental authorities having
jurisdiction over the Reconstruction Work.

2) Plans and specifications prepared by a licensed architect or engineer selected
by Lessee and reasonably approved by Lessor.

(3) Lessee shall commence the Reconstruction Work within ninety (90) days after
the date of the casualty and complete the same thereafter with all reasonable dispatch.

(4)  All Reconstruction Work shall be subject to Lessor's prior approval of the
plans and specifications therefore, the time table and the provision by Lessee of a
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Construction Bond for the full amount of any construction contract or contracts for the
Reconstruction Work.

H. If this Lease is terminated pursuant to any of the foregoing provisions of this
paragraph, the Lessee shall, at its cost and expense, remove the debris and damaged Improvements
and leave the Premises in a uniform clean and even condition.

L In the event any dispute between Lessor and Lessee with respect to any of the matters
covered in this paragraph, such dispute shall be settled and determined in accordance with the
arbitration provisions contained in paragraph 31 of this Lease.

15. INSURANCE.

A. Lessee shall, at its sole cost and expense, keep the Improvements insured at all times
during the term of this Lease under a policy or policies of fire insurance with standard extended
coverage endorsement in common use for commercial structures (including vandalism and malicious
mischief). The amount of the insurance shall be not less than one hundred percent (100%) of the
replacement cost of the Improvements. Both the Lessee and the Lessor shall be named as insureds
under said policies as their respective interests may appear. In addition, at the Lessee's option, any
one or more of the following named parties shall also be named as insureds under the said insurance
policy or policies as their respective interests may appear: the management company, if any, and the
mortgagee under any mortgage or the beneficiary under any deed of trust or encumbrance on all or

any part of the Premises.

(1) In the event of any dispute between Lessor and Lessee as to whether the
amount of said fire and extended risk insurance complies with the foregoing provisions of
this subparagraph, such dispute shall be settled and determined under the arbitration

provisions contained in paragraph 30 of this Lease.

(2) The said policy or policies of fire and extended risk insurance shall include in
each instance an endorsement providing that such insurance shall not be canceled except
after thirty (30) days prior written notice to Lessor. Lessee shall provide the Lessor with true
copies or certificates of each such fire and extended risk coverage insurance policy.

3) Lessor shall cooperate fully with Lessee to obtain the largest reasonable
recovery under the said fire and extended risk coverage insurance. The proceeds of any such
policy or policies shall be paid and each such policy or policies shall be paid and each such
policy shall provide for the payment of the proceeds thereof to Lessee and Lessor and be held

by them in trust for the uses and purposes described in this Lease.

(4) Unless this Lease is terminated pursuant to the provisions of Paragraph 14
above, such payment shall be made on architect certificates issued by Lessee's architect.

(5)  Any insurance proceeds remaining after complying with the provisions of
Paragraph 14 above shall be the Lessee's sole property.
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6) In the event Lessee is not obligated to perform any Reconstruction Work
pursuant to Paragraph 14 above, the insurance proceeds shall be divided between Lessor and
Lessee as their interest existed immediately prior to the damage or destruction.

B. From and after the date hereof and throughout the remainder of the term of this Lease,
Lessee shall, at its sole cost and expense, keep in force for the mutual benefit of the Lessor and
Lessee, comprehensive broad form general public liability insurance against all claims and liability
for personal injury, death, or property damage arising from the use, occupancy, disuse, or condition
of the Premises, whether or not such are wholly or in part caused by the negligence of Lessee or
Lessor, their individual or collective agents, servants or employees. Such insurance shall provide
protection of at least $1,000,000.00 for bodily injury or death to any one person, at least
$1,000,000.00 for any one accident or occurrence, and at least $200,000.00 for property damage. A
true copy or certificate of such insurance shall be delivered to the Lessor within ten (10) days after

the date hereof.

C. Lessor may (but not more often than once every thirty-six (36) consecutive calendar
months), require Lessee to increase the amount of protection required to be afforded under the
foregoing provisions of this subparagraph; provided, however, such increase shall not exceed twenty
percent (20%) of the required amount of such protection required to be provided by the Lessee

during the preceding thirty-six (36) month period.

16.  USE OF PREMISES.

A. Lessee agrees that at all times during the term of this Lease, the Premises and every
part thereof shall be used solely for the operation of a retirement or convalescent facility and for
conducting community service programs from time to time; provided, however, that none of such
community service programs shall include treatment for non-accredited drug abuse or services to the
indigent. The Lessee shall not willingly use or suffer or permit any person to use in any manner
whatever the Premises and/or the Improvements at any time, or any part thereof for any purpose or
use in violation of the laws of the United States, the state in which the Premises are located, or any
applicable city ordinances, or the valid regulations or any governmental authority having jurisdiction

over such use.

B. Lessee, at Lessee's own expense shall comply in all respects with all present and
future laws, statutes, ordinances and valid regulations which validly affect the use or occupancy of
the Premises and shall save the Lessor harmless from all penalties, damages, or charges imposed for
any violation of any law, ordinance, or regulation, whether occasioned by the neglect, omission, or
willful act, or Lessee or of any person holding or occupying the leased premises, or any part of the
Premises under or by license of the Lessee.

C. Lessee shall have the right to contest by appropriate judicial or administrative
proceedings, without cost or expense to the Lessor, the validity or application of any such law,
stature, ordinance, or regulation, as well as any order, rule or requirement of any governmental
authority having jurisdiction over the use and/or occupation of the Premises, or the Improvements,
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and Lessee shall not be in default for failing to comply therewith until a reasonable time following
final determinations of the Lessee's contest.

17.  MAINTENANCE AND REPAIR.

A. Throughout the term of this Lease, Lessee at its sole cost and expense shall keep and
maintain the Improvements and the balance of the Premises and every part thereof, including any
shrubs, lawns, planted areas and sidewalks adjacent to the Premises, in a condition which is sanitary
and comparable to the condition of the Premises on the effective dated of this Lease and in repair in
conformity with all applicable laws, rules, ordinances, orders and regulations of federal, state,
county, municipal, and other governmental agencies and bodies having or claiming jurisdiction
thereof so that the Premises shall at all times present a clean, neat and attractive appearance.

B. Lessee shall, at is sole cost and expense, make such repairs alternations, additions,
changes in and about the Premises and/or the Improvements as may be required by applicable laws,
rules, ordinances, orders and regulations of federal, state, county, municipal, and other governmental
agencies and bodies having or claiming jurisdiction therefor.

C. Lessee shall have the right and option to contest by appropriate judicial or
administrative proceedings without cost or expense to the Lessor, the validity or application of any
such rule, ordinance, order, regulation, or requirement, and Lessee shall not be in default for failing
to comply therewith until a reasonable time following final determination of Lessee's contest.

D. Should Lessee fail or refuse to keep and maintain the Premises in accordance with
this paragraph or to cure any citations issued by the state health department in the state where the
Premises are located or other governmental agency, Lessor shall have the right, if it reasonably
concludes that the licensure or continued operation of the facility on the Premises is threatened, to
enter upon the Premises to perform any covenant, condition or duty to be performed by the Lessee
under this Lease, and Lessor shall be entitled to repayment from Lessee, of the total costs so incurred
by Lessor and the amount thus due shall constitute additional rent hereunder and bear interest at the

rate of twelve percent (12%) per annum until paid.

18.  ALTERATIONS.

A. Approval Required. Lessee shall not make changes to, modifications of, replacements
of, alterations of, and/or additions to the Improvements (referred to hereinafter as "Alterations") in
excess of fifty thousand dollars ($50,000) without the prior written approval of Lessor.

B. Permitted Alterations. The Lessee shall have the right and option, without the
approval of the Lessor, to make any alteration which does not materially impair the structural
soundness of the Improvements and does not involve a construction cost in excess of Fifty Thousand
Dollars ($50,000.00) and to perform any work, regardless of cost, required by any health care
agency. Lessee shall, however, notify Lessor as soon as possible of any State-required work. The
cost of constructing such Alterations includes the cost of labor, material and reasonable profit to
contractors and subcontractors as well as all costs that constitute a valid claim or claims under the
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mechanic's lien laws in effect at the time the work is commenced as well as demolition and removal
of then existing improvements or parts of improvements.

C. Preliminary Plans and Specifications. With respect to any Alteration involving a
construction cost in excess of Fifty Thousand Dollars ($50,000.00) Lessee shall submit to Lessor a
copy of the preliminary plans and specifications for construction of the Alteration. Lessor shall
indicate his approval or disapproval of such preliminary plans and specifications within fifteen (15)
days after its receipt of such plans and specifications. If Lessor fails to notify Lessee in writing
within said time period of'its approval or disapproval, such plans and specifications shall be deemed

approved.

D. Construction of Alterations. Such Alterations shall be constructed in conformity with
the laws, rules and regulations of governmental authorities having jurisdiction over the construction
of such Alterations and in substantial conformity with the preliminary plans and specifications
therefor as submitted to Lessor pursuant to this paragraph.

E. At Lessee's Expense. All Alterations shall be constructed at the sole cost and expense
of the Lessee.

F. Disputes. In the event of any dispute between Lessor and Lessee with respect to any
of the matters covered in this paragraph, such dispute shall be settled and determined in accordance

with the arbitration provisions contained in of this Lease.

19. TRANSFER OF OPERATION - PRORATIONS.

A. Utilities. Lessee shall at all times during the term of this Lease promptly pay all
charges for water, heat, gas, electricity, sewers, and any and all other utilities used upon the leased
premises. All utilities shall be transferred to the name of the Lessee with final statements for utilities
prior to the date of transfer of possession to be billed to or paid by Lessor. All utility deposits shall
be repaid to Lessor or purchased by Lessee from Lessor.

B. Charges. Any prepaid room or patient charges paid to Lessor and/or present occupant
with respect to residents continuing to occupy a room in the Property shall be paid to Lessee; and the
parties shall account for any other similar income and expense items so that Lessor shall incur the
expenses and be entitled to revenues for services rendered and supplies sold prior to the date of
transfer of possession, and Lessee or its operator shall be entitled to revenues and pay expenses for
services rendered and supplies sold subsequent to transfer of possession.

20.  ASSIGNMENT AND SUBLETTING.

A. Lessee shall not assign or sublease any portion of the Premises or transfer any interest
in the Lease without the prior written consent of the Lessor and the consent to any one assignment,
transfer or sublease shall not be deemed to be a consent to any subsequent assignment. Lessor's
consent shall not be unreasonably withheld. An assignment for purposes of this paragraph shall be
deemed to include but not be limited to a transfer of control in Lessee, or a contribution or transfer of
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the Premises or Lessee's interest in this Lease to any general or limited partnership in which Lessee is
a general or limited partner. Any assignment without such prior consent shall be null and void and

shall, at the option of Lessor, terminate this Agreement.

B. Any assignee of Lessee shall expressly assume and be bound by each of the
provisions of this Agreement, none of which shall be deemed to have been waived or exhausted by
any one or more assignments, but all of which shall apply to and bind not only the Lessee named
herein, but each sublease, assignee and succeeding assignee, their successors in interest, heirs,
devises, executors, administrators, and legal representative in the same manner as the Lessee named

herein.

C. The acceptance of rental by Lessor, either from Lessee or from any sublessee,
assignee or subsequent assignee or from any person claiming to be an assignee, in violation of the
conditions hereof, shall not be a waiver of the rights of the Lessor to insist upon a strict compliance

with the foregoing provisions.

D. Except as expressly authorized in writing by Lessor, any assignments or transfer by
Lessee shall not relieve the Lessee or any assignee or their respective heirs, devisees, personal
representatives and successors in interest from any liability or obligation arising under this Lease,
whether before or after the effective date of any such assignment.

21. CONDEMNATION.

A. Definitions. The following definitions shall apply in construing the provisions of this
paragraph:

(1) Taking shall be defined to mean any taking or damaging, including severance
damage, of all or any part of the Premises or the Improvements or constituting a part thereof
or any interest in them by the exercise of the power of eminent domain, or by inverse
condemnation, or for any public or quasi-public use under any statute.

(2) Total Taking means the taking of the fee title to all of the Premises and all
Improvements.

(3)  Partial Taking means any taking that is not total taking.

(4)  Award means all compensation, damages and/or interest paid or awarded for
the taking whether pursuant to judgment, by agreement, or otherwise.

B. Effect of Total Taking. In the event of a total taking, Lessee's interest in this Lease
and all obligations of Lessee subsequently accruing hereunder shall cease as of the date of the vesting
of title in the condemning authority; however, if actual physical possession of all or part of the
Premises is taken by the condemning authority prior to such date of vesting of title, Lessee's
obligations to pay rental and other sums under this Lease shall terminate as of such earlier date. In
the event of a total taking Lessor shall be entitled to receive the entire amount of any award other
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than any separate award to Lessee for relocation expenses and similar items. Inno event shall Lessee
be entitled to receive any award for any "bonus value" for its interest in the Lease.

C. Effect of Partial Taking.

€)) In the event of a partial taking, this Lease shall remain in full force and effect,
covering the remainder of the Premises, except that the rental shall be reduced in the same ratio as
the total square footage of usable floor area which will be contained in the Improvements following
restoration. Such rental adjustment shall be effective as of the earlier of:

(a) the date of the vesting of title in the condemning authority of the portion of
the Premises taken; and

(b) the date actual physical possession of the portion of the Premises is taken by
the condemning authority.

If such partial taking renders Lessee's use of the Premises economically unfeasible, Lessee's
interest in this Lease and all obligations of Lessee subsequently occurring hereunder shall cease as of

the date of the taking.

(2)  Intheevent of a partial taking, Lessor shall be entitled to receive the entire amount of
any award other than any separate award to Lessee for relocation expenses and similar items, none of
which shall include any bonus value for Lessee's interest hereunder.

22. DEFAULT.

A. In the event of any breach of any covenant or condition of this Lease by Lessee,
Lessor shall notify Lessee in writing of such breach, and Lessee shall have ten (10) days in which to
cure any such breach as to payments of rent or other sums due hereunder, and thirty (30) days to cure
any other breach unless such breach is incapable of being cured within such period, in which event
Lessee shall commence its efforts to cure within such thirty (30) day period and shall thereafter
pursue them diligently until the breach is cured, and if Lessee shall fail to cure such breach or default
within such time limits, then Lessor, shall have such remedies and rights as provided herein and by
law, including without limiting the generality of the foregoing, the immediate right of reentry and in
such event Lessor may remove all persons and property from the Premises; and such property may be
removed and stored in a public warehouse of elsewhere at the cost of, and for the account of, Lessee.

Should Lessor elect to reenter, as herein provided, or should Lessor take possession pursuant to legal
proceedings or pursuant to any notice provided for by law, Lessor may either terminate this Lease or
may from time to time, without terminating this Lease, re-let said Premises or any part thereof for
such term or terms (which may be for a term extending beyond the term of this Lease) and at such
rental or rentals and upon such terms and conditions as Lessor in its sole discretion may deem
advisable, with the right to make alterations and repairs to the Premises; provided however that
should Lessor elect not to terminate this Lease, Lessee shall thereupon have the right to assign its
interest in this Lease or sublet the Premises, subject to Lessor's consent which shall not be

unreasonably withheld. Upon such re-letting:
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(1) Lessee shall be immediately liable to pay to Lessor, in addition to any
indebtedness other than rent due hereunder, the cost and expenses of such re-letting and of
such alterations and repair, incurred by Lessor, and the amount, if any, by which the rent
reserved in this Lease or the period of such re-letting (up to but not beyond the term of this
Lease) exceeds the amount agreed to be paid as rent for the Premises for such period of such

re-letting; or

2) At the option of Lessor, rents received by Lessor from such re-letting shall be
applied as follows: FIRST, to the payment of any indebtedness, other than rent, due
hereunder from Lessee to Lessor; SECOND, to the payment of any costs and expenses of
such re-letting and of such alterations and repairs; THIRD, to the payment of rent due and
unpaid hereunder; and the residue, if any shall be held by Lessor and applied in payment of
future rent as the same may become due and payable hereunder.

B. If Lessee has been credited with any rent to be received by such re-letting under
option (1) and such rent shall not be promptly paid to Lessor by the new tenant, or if such rentals
received from re-letting under option (2) during any month be less than that to be paid during that
month by Lessee hereunder, Lessee shall pay any such deficiency to Lessor. Such deficiency shall be
calculated and paid monthly. No such reentry or taking possession of the Premises by Lessor shall
be construed as an election on Lessor's part to terminate this Lease unless a written notice of such
intention by given to Lessee or unless the terminations thereof be decreed by a court of competent
jurisdiction. Notwithstanding any re-letting without termination, Lessor may at any time thereafter
elect to terminate this Lease for such previous breach. Should Lessor at any time elect to terminate
this Lease for any breach, in addition to any other remedies he may have, Lessor may recover from
Lessee all damages incurred by Lessor by reason of such breach, including (I) the worth at the time
of award of the unpaid rent which had been earned at the time of termination; (ii) the worth at the
time of award of the amount by which the unpaid rent which would have been earned after
termination until the time of award exceeds the amount of such rental loss that Lessee proves could
have been reasonably avoided; (iii) the worth at the time of award of the amount by which the unpaid
rent for the balance of the term of the Lease after the time of award exceeds the amount of such
rental loss that the Lessee proves could be reasonably avoided; and (iv) any other amount necessary
to compensate Lessor for all the detriment proximately caused by Lessee's failure to perform its
obligations under this Lease, including any damage suffered by Lessor as aresult of Lessee's default
under any obligations secured by liens or encumbrances affecting the Premises.

23. INSOLVENCY.

A. If the Lessee makes an assignment for the benefit or creditors, or commences
proceedings under any State or Federal law for the purpose of compromising, arranging or
discharging Lessee's debts, including specifically proceedings to obtain any benefits under the
Federal Bankruptcy Act, or should any involuntary proceedings be commenced against Lessee under
the Federal Bankruptcy Act for the purpose of adjudicating Lessee a bankrupt, without the dismissal
or termination thereof within twenty (20) days following such commencement, then this Lease and
any interest in and to the Lessee's estate, nor shall it be assignable by any process of law or pass
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under the control of any receiver, trustee or assignee of Lessee by virtue of any proceeding under any
bankruptcy or insolvency law, and upon the occurrence of any of the foregoing events, Lessor may
terminate this Lease and reenter the Premises and take possession thereof and remove all persons
therefrom and Lessee shall have no further claim therein or thereunder. Such rights or reentry,
possession and removal shall be pursuant to the provisions of Paragraph 22 of this Lease.

B. The rights and remedies provided herein are cumulative to all other rights and
remedies accorded to Lessor under this Lease or by law. No delay or omission on the part of Lessor
in exercising any right or remedy hereunder or accorded Lessor by law shall operate as a waiver of
such right or remedy or of any other right or remedy under this Lease or by law.

24.  QUIET POSSESSION.

The Lessor covenants and agrees that, so long as the Lessee shall pay the monthly rental and
shall perform all of the covenants and conditions on the Lessee's part to be observed and performed
hereunder, the Lessee shall lawfully and quietly hold, possess, occupy and enjoy the Premises during
the term of this Lease (and any renewals or extensions thereof) without hindrance or molestation of
the Lessor, its successors and assigns or any person claiming under the Lessor, its successors or

assigns.

25. NON-WAIVER OF BREACH.

The failure of either party to this Lease to enforce any of its rights arising by reason of any
default or breach of a covenant or condition on the part of the other shall not constitute a waiver of
any other breach or default, whether of the same or any other covenant or condition. Any custom or
practice which may grow up between the parties in the course of administrating this Lease shall not
be construed to waive or to lessen their respective rights to insist upon performance by the other of
any term, covenant or condition of this Lease, or to exercise any rights given on account of any such

default or breach.

26. RELATIONSHIP.

It is understood and agreed that Lessor shall in no event be construed or held to be an agent,
partner or associate or Lessee in the conduct of Lessee's business, nor shall Lessor be liable for any
debts incurred by Lessee in connection with any of the foregoing.

27.  SUBORDINATION.

This Lease shall be subject and subordinate to the lien of any mortgages or deeds of trust in
any amount or amounts whatsoever now or hereafter placed on or against the Premises by Lessor,
without the necessity of the execution and delivery of any further instruments on the part of Lessee to
effectuate such subordination. If any mortgagee or trustee shall elect to have this Lease prior to the
lien of its mortgage or deed of trust, and shall give written notice thereof to Lessee, this Lease shall
be deemed prior to such mortgage or deed of trust, whether this Lease is dated prior or subsequent to
the date of said mortgage, deed of trust, or the date of the recording thereof. Lessee covenants and
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agrees to promptly execute and deliver upon demand without charge therefor, such further
instruments evidencing such subordination of this Lease to the lien of any such mortgages or deeds
of trust as may be required by Lessor, and Lessee hereby appoints Lessor as Lessee's attorney-in-fact,
irrevocably, to execute and deliver any such agreements, instruments, releases or other documents.
Lessor covenants and agrees with Lessee that upon Lessee paying rent and other monetary sums due
under this Lease and performing its covenants and conditions under this Lease, Lessee shall and may
peaceably and quietly have, hold and enjoy the Premises for the term; subject, however, to the terms
of this Lease and of any of the mortgages or deeds of trust described hereinabove.

Notwithstanding the foregoing, and provided Lessee is not in default under the terms of this
Lease Agreement, no subordination hereunder shall entitle any successor in interest of Lessor, or
Mortgage, Deed of Trust or other lienholder to terminate, restrict or otherwise adversely affect the

rights of the Lessee hereunder.

28.  ESTOPPEL CERTIFICATES.

A. At any time and from time to time, within ten (10) days after written request by either
party to this Lease, the other party shall execute, acknowledge and deliver to the requesting party, or
to such other recipient as the written request shall direct, a statement certifying that this Lease is
unmodified and in full force and effect, or, if there have been modifications, that the same is in full
force and effect as modified and setting forth the modifications and the dates thereof. The said
statement shall further set forth the dates to which rental and any other charges payable by the Lessee
under this Lease have been paid and shall state the amounts thereof. The said statement shall also
indicate whether or not the requesting party is in default under any of the terms covenants or
provisions of this Lease and, if so, a description of the nature of such default. The said written
statement shall specifically state that it may be relied upon by any auditor or creditor of the
requesting party and by any prospective assignee, purchaser or encumbrancer of all or any part of the
interest of the requesting party in and to this Lease and/or the Premises.

B. The failure of the party to whom any such request is directed to so execute,
acknowledge, and deliver such statement pursuant to such request within said ten (10) day period
shall constitute acknowledgment by such party to the requesting party and to all other persons
entitled to rely on any such statement under the foregoing provisions of this paragraph that this Lease
is unmodified, is in full force and effect, and the rent and other charges have been duly and fully paid
to and including the respective due dates immediately preceding the date of the request therefor, that
the requesting party is not in default hereunder, and shall constitute a waiver, with respect to all such
persons, of any defaults that may exist before that date the said written request is made. The
preceding sentence shall not relive the party to whom such request is directed from its obligations to
provide the said written statement pursuant to such request and shall not limit or restrict the rights
and remedies of the requesting party against the other party by reason of such failure.

29. CONSTRUCTION OF LANGUAGE.

A. Whenever in this Lease any words of obligation or duty regarding any party are used,
they shall have the same force and effect as though in express form of covenants. The language in all
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respects of this Lease shall be construed simply according to its meaning, and not strictly for or
against the Lessor or Lessee.

B. Each and all of the various rights, options, elections, powers and the remedies of
Lessor and Lessee contained in this Lease shall be construed as cumulative and no one of them as
exclusive of any of the others, or of any other right or priority allowed by law.

30. APPROVALS.

Any consents and any approvals required of either party under this Lease shall not be
unreasonably withheld or delayed, shall be in writing, and, unless a contrary time period is expressed
elsewhere herein, written notice of disapproval or non-consent must be given within fifteen (15) days
of the requested approval or consent. Any matter not so disapproved or not consented to within the
time period allowed shall be deemed approved or consented to (as the case may be).

31. ARBITRATION.

A. In the event of any dispute or controversy between the Lessor and the Lessee with
respect to any one or more of the matters described herein, such dispute or controversy shall be
settled and determined by arbitration in accordance with this paragraph. Such matters shall include
any matter specifically provided in this Lease to be subject to binding arbitration under the

arbitration provision contained in this Lease.

B. Except as otherwise provided in this paragraph, arbitration shall be in conformity with
and subject to the then existing applicable rules and procedures of the American Arbitration
Association. If the American Arbitration Association is not in existence or for any reason fails or
refuses to act, the arbitration shall be in conformity with and subject to the provisions of the
Tennessee Rules of Civil Procedure relating to arbitration as they stand amended at the time of

notice.

C. The arbitrator shall be bound by the provisions of this Lease. Wherever this Lease
calls for a written statement or notice specifying the reasons and/or grounds for a particular
disapproval or act, the party giving such notice or statement shall be bound by and limited to the
grounds or reasons so specified in any ensuing arbitration proceeding with respect to such
disapproval or act pursuant to the provisions of this paragraph.

32. ATTORNEY'S FEES.

In the event either party to this Lease brings an action or proceeding for the breach,
enforcement, or interpretation of this Lease, the party prevailing in such action or proceeding
whether or not such an action or proceeding results in a judgment shall be entitled to recover
reasonable attorney's fees and costs against the other party in addition to whatever other relief the
prevailing party may be entitled. Arbitration under Paragraph 30 above shall constitute an action for

the purpose of this provision.

18
IALEGAL\East Ridge CON 2014\Lease (DRAFT).doc



33. NOTICES.

A. All notices, requests, demands, consents, approvals, statements, and/or other writings
(referred to hereinafter in this paragraph as "Notices") required or permitted to be given under this
Lease shall be given in writing by registered or certified United States mail, postage prepaid, return
receipt requested, and addressed to the party to whom the same is to be given or made at its address
for Notices as determined under this paragraph. The Notice shall be deemed given and served forty-
eight (48) hours after the deposit of the same in the United States mail except that a notice of change
of address for service of Notices shall not be deemed given or served until received by the other

party.

B. Either party may, at any time and from time to time, change his address for Notices by
written Notice to the other party. Until any such change, the address for Notices to the parties shall

be as follows:

1) If intended for Lessee, the Notice shall be addressed to:

East Ridge Medical Investors, LLC
c/o Life Care Centers of America, Inc.
3570 Keith Street NW

Cleveland, TN 37311

Attention: Forrest L. Preston

With a copy to:

General Counsel
c/o Life Care Centers of America, Inc.

3570 Keith Street, N.W.
Cleveland, Tennessee 37312

(2) If intended for Lessor, the Notice shall be addressed to:

Life Care Centers of America, Inc.
3570 Keith Street, N.W.
Cleveland, Tennessee 37312
Attention: Forrest L. Preston

With a copy to:

General Counsel

c/o Life Care Centers of America, Inc.
3570 Keith Street, N.-W.

Cleveland, Tennessee 37312
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C. Wherever this Lease permits any Notice to be given to either Lessor or Lessee by a
third party, the same may be given and served in accordance with the provisions of this paragraph.

34. OTHER DOCUMENTS AND ACTS.

Each party shall, at the request of the other, execute, acknowledge and deliver whatever
additional instruments and do such other acts, including but not limited to applications for building
permits, as may be required or convenient in order to accomplish and carry forward the intent and

purposes of this Lease.

35. TIME IS OF THE ESSENCE.

Time is hereby expressly made of the essence of each and every one and all of the promises,
covenants, agreements and conditions herein contained on the part of the Lessee and Lessor to be

kept, observed and performed.

36. RIGHT OF ENTRY.

Lessor hereby reserves the right for itself or its agents and representatives duly authorized and
appointed in writing by Lessor at all reasonable times during normal business hours of the Lessee
during the term hereof to enter upon the Premises for the purpose of inspecting the same and
showing the same to any prospective purchasers or encumbrancers.

37. SHORT FORM OF LEASE:; QUITCLAIM BY LESSEE.

A Upon the request of either party, the Lessor and the Lessee shall execute,
acknowledge and exchange duplicate originals of a recordable instrument sufficient in form and
substance as will give constructive notice of the existence of this Lease and the option contained
hereunder to subsequent purchasers and encumbrancers.

B. Upon the expiration of sooner termination of this Lease, Lessee shall, upon the
request of Lessor so to do, execute and acknowledge a quitclaim deed or any other document
necessary, in the option of the Lessor, to relieve the title to the Premises of the cloud created by the
recordation of such instrument and/or duplicate original of this Lease.

38.  DEFINITIONS AND GENDER.

A. Whenever the word "Lessor" is used herein, it shall include the successors and assigns
of Lessor and whenever the word "Lessee" is used herein, it shall include the successors and assigns
of Lessee subject to the limitations of the Lessee's right to sublet or assign as herein contained.

B. As used in this Lease, the term "and/or" shall be defined to mean all or any one or
more of the persons, things, matters or items with respect to which the term is used.
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C. As used in this Lease, the masculine, feminine, or neuter gender, and the singular or
plural number, shall each be deemed to include the others whenever the context so indicates.

D. As used in this Lease, the terms "days" shall be deemed to be calendar day, provided
however, that if the last day to perform or observe an act or a requirement set forth in this Lease falls
on a Saturday, Sunday, or legal holiday, the time for performance or observance of said act or
requirement shall be deemed to extend to the next succeeding day which is not a Saturday, Sunday,

or legal holiday.

39.  SUCCESSORS.

Subject to the provisions of this Lease on assignment and subletting and except wherever a
contrary intention in clearly expressed herein, each and all of the covenants, conditions and
provisions of this Lease shall be binding on and shall inure to the benefit of the assigns, successors,
heirs, executors, administrators, and personal representatives of the respective parties hereto.

40. MISCELLANEOUS.

A. Exhibits. All exhibits to which reference is made in this Lease are incorporated into
this Lease by the respective references to them, whether or not they are actually attached hereto,
provided they have been signed or initialed by the parties. All reference herein to "this Lease"
includes all matters incorporated by reference to such Exhibits.

B. Captions and Table of Contents. The captions and titles of the various paragraphs and
subparagraphs of this Lease are for convenience and ease of reference only and do not define, limit,
augment, describe the scope, content, or intent of this Lease or any part or parts of this Lease.

C. Counterparts. This Lease and each amendment of this Lease may be executed in
counterparts, each of which shall be an original, but all of which shall constitute one and the same

instrument.

41. SOLE AGREEMENT.

This document constitutes the entire agreement between the parties hereto and there were and
are no representations, warranties or commitments, oral or written, otherwise than as expressly set
forth herein. This Lease may not be changed by deletion or addition or amended except by an

instrument in writing signed by both parties hereto.

42.  NON-RECOURSE.

Notwithstanding anything herein to the contrary, Lessee’s obligations hereunder shall be non-
recourse to Lessee and shall create no personal liability from Lessee to Lessor. Lessor agrees to look
solely to the Lessee’s interest in the Premises for satisfaction of Lessee’s obligations hereunder.

(signature page follows)
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IN WITNESS WHEREOF, Lessor and Lessee have executed this Lease at Bradley County,
Tennessee on the date set forth in the introduction of this Lease.

Witness/Attest:

Witness/Attest:

IN\LEGAL\East Ridge CON 2014\Lease (DRAFT).doc

LESSOR:

EAST RIDGE MEDICAL INVESTORS, LLC, a
Tennessee limited liability company

By:  Life Care Centers of America, Inc.
Corporate Manager

Name: Joan E. Thurmond
Title:  Assistant Secretary

LESSEE:

LIFE CARE CENTERS OF AMERICA, INC.

Name: Cindy S. Cross
Title:  Assistant Secretary



EXHIBIT “A”

Legal Description of the Premises

Those parcels of property located as follows:

6614 Ringgold Road, East Ridge, TN
6600 Ringgold Road, East Ridge, TN
6616 Ringgold Road, East Ridge, TN
1500 Fincher Avenue, East Ridge, TN
1515 Fincher Avenue, East Ridge, TN
1517 Fincher Avenue, East Ridge, TN
1519 Fincher Avenue, East Ridge, TN
1521 Fincher Avenue, East Ridge, TN
1523 Fincher Avenue, East Ridge, TN
1525 Fincher Avenue, East Ridge, TN

ALONG WITH two (2) parcels commonly referred to as TDOT Parcel I and TDOT Parcel II.
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(a)

(b)

(d)

(©)

EXHIBIT "B"

EQUIPMENT

All fixtures, furniture, furnishings, machinery, equipment, appliances and all personal
property located on or in the Land and Improvements, including, without limitation, all storm
windows and doors, awnings, shutters, wall-to-wall carpeting, venetian blinds, window
shades, furnaces, heaters, heating equipment, oil and gas burners and fixtures appurtenant
thereto, hot water heaters, heat pump, plumbing and bathroom, fixtures, stoves, ovens,
ranges, refrigerators, dishwashers, washing machines, dryers, disposals, trash compactors,
electric and other lighting fixtures, outside television antennas, air conditioning equipment,
ventilators, wiring, security, electrical and communication systems, fences, trees, shrubs and
plants and all other items of tangible personal property, such as equipment, implements, tools
and supplies on the premises used for maintenance, repair and/or cleaning;

All service, maintenance and other contracts and contract rights and leases, respecting the
ownership, construction, maintenance, operation, provisioning, or equipping of the Land and
Improvements, including, without limitation, warranties and guaranties relating thereto;

All warranties and guarantees from, and all of transferor’s rights against, any contractors,
subcontractors, suppliers, materialmen, manufacturers and distributors involved in the

construction, maintenance or repair of the Land and Improvements;

All warranties and guaranties respecting any equipment, system, structure or fixture on or in
the Land and Improvements, and all of transferor’s rights and benefits under all such

warranties and guaranties; and

All plans and specifications, contracts and agreements, engineering and architect documents,
working drawings, and reports of any kind, character or description prepare for use in
connection with the Land and Improvements.
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ATTACHMENT B.1.1
LIFE CARE TENNESSEE FACILITIES
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Tennessee Provider Entity Exhibit

A Provider Entity as defined by the Bureau of TennCare is a business entity, i.e. a partnership or
corporation, that provides TennCare covered services to TennCare enrollees. Please see the
Tennessee entities below that provide TennCare covered services to TennCare enrollees.

Milford Medical Investors Limited Partnership
d/b/a Life Care Center of Bruceton-Hollow Rock
105 Rowland Avenue

Bruceton, TN 38317-2305

EIN-62-1494376

Centerville Medical Investors

d/b/a Life Care Center of Centerville
112 Dickson Road

Centerville, TN 37033-1494

EIN- 20-1726853

Consolidated Resources Health Care Fund I, L.P.
d/b/a Life Care Center of Collegedale

9210 Apison Pike
Collegedale, TN 37315-0658
EIN-62-1624822

Columbia Operations, LLC
d/b/a Life Care Center of Columbia

841 West James Campbell Blvd.
Columbia, TN 38401-4668
EIN- 20-4263429

Crossville Medical Investors, LLC
d/b/a Life Care Center of Crossville

80 Justice Street
Crossville, TN 38555-4744
EIN-26-2812590

Elizabethton Medical Investors Limited Partnership

d/b/a Life Care Center of Elizabethton

1641 Highway 19E
Elizabethton, TN 37643-4646

EIN- 62-1653646
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Wartburg Medical Investors Limited Partnership

d/b/a Life Care Center of Morgan County
419 South Kingston Street

Wartburg, TN 37887-4317
EIN-58-1392717

Dayton Medical Investors, LL.C

d/b/a Life Care Center of Rhea County
7824 Rhea County Highway

Dayton, TN 37321-5921
EIN- 26-4235616

Sparta Medical Investors Limited Partnership

d/b/a Life Care Center of Sparta
508 Mose Drive

Sparta, TN 38583-1211
EIN- 62-1567827

Lynchburg Medical Investors, LLC

d/b/a Life Care Center of Lynchburg
40 Nursing Home Road

Lynchburg, TN 37352-7098
EIN- 20-1726802

Highland Park Medical Investors, LLC
d/b/a Life Care Center of Hickory Woods

4200 Murfreesboro Pike
Antioch, TN 37013
EIN — 26-3029242

Nashville Medical Investors, LLC

d/b/a Life Care Center of Old Hickory Village
1250 Robinson Road

Old Hickory, TN 37138

EIN - 26-1316521

Ooltewah Medical Investors Limited Partnership
d/b/a_Life Care Center of Qoltewah

5911 Snow Hill Road

Ooltewah, TN 37361

EIN - 62-1630657
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Tennessee Provider Entity Exhibit Continued

Life Care Centers of America, Inc.
EIN-62-0963862

A Provider Entity as defined by the Bureau of TennCare is a business entity, i.e. a partnership or
corporation that provides TennCare Covered services to TennCare enrollees.

Please see the Tennessee entities below that provide TennCare covered services to TennCare
enrollees who reside in facilities all being operated under the ownership of Life Care Centers of
America, Inc. The above referenced Tax ID number is assigned to each of these facilities.

The Heritage Center
1026 McFarland Street

Morristown, TN 37814-3443

Life Care Center of Athens
1234 Frye Street
Athens, TN 37303-3052

Life Care Center of Cleveland
3530 Keith Street, NW
Cleveland, TN 37312-4309

Life Care Center of Copper Basin
166 Copper Basin Industrial Park

Ducktown, TN 37326-0518

Life Care Center of East Ridge
1500 Fincher Avenue

East Ridge, TN 37412-4204

Life Care Center of Gray
791 Old Gray Station Road

Gray, TN 37615-3717

Life Care Center of Greeneville
725 Crum Street
Greeneville, TN 37743-6118

Life Care Center of Jefferson City
336 West Old Andrew Johnson Highway
Jefferson City, TN 37760-5212

I\Licensure\EXHIBITS\Tennessee Provider Entity Disclosure Exhibit 2013.doc



Life Care Center of Hixson
708 Dwight Avenue
Chattanooga, TN 37406-3499

Life Care Center of Morristown
501 West Economy Road
Morristown, TN 37814-3222

Life Care Center of Red Bank
1020 Runyan Drive
Chattanooga, TN 37405-1200

Life Care Center of Tullahoma
1715 North Jackson Street
Tullahoma, TN 37388-2231

Ridgeview Terrace of Life Care
165 Coffey Lane
Rutledge, TN 37861-3201
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423.266.1207

' Franklin Associates, Architects, Inc.
' ' 142 N Market St . PO Box 4048 . Chattancoga . TN 37405

September 24, 2014

Ms. Linda Cross

Life Care Centers of America
3001 Keith Street, NW
Cleveland, TN 37312

Re: Life Care Centers of America -
108-Bed Skilled Nursing Facility
East Ridge, Tennessee
for
East Ridge Medical Investors, LLC.

Dear Ms. Cross

We have reviewed the codes required for the proposed 108-bed skilled
nursing facility in East Ridge, Tennessee. Since there are two sets of
codes required at this location, we will use the most stringent where
conflicts occur. The following codes will are adopted by the reviewing

authorities:

Tennessee Department of Health Code Requirements:

2006 International Building Code

2006 International Plumbing Code

2006 International Mechanical Code

2006 International Fuel Gas Code

2006 NFPA1, excluding NFPA 5000

2006 NFPA 101 Life Safety Code

2005 National Electrical Code

2002 North Carolina Accessibility Code with 2004 Amendments
2010 Americans with Disabilities Act (ADA)

2010 Guidelines for Design and Construction of Health Care Facilities
2007 ASHRAE Handbook of Fundamentals

DA ON =

= 20
8 A



Ms. Linda Cross
page 2
September 24, 2014

The City of East Ridge, TN Code Requirements:

2012 International Building Code (excluding Chapter 11)
2012 International Plumbing Code

2012 International Mechanical Code

2012 International Fuel Gas Code

2009 International Energy Conservation Code

2012 International Fire Code

2011 National Electric Code

2009 ANSI A117.1 (National Standard) Accessibility Code
2012 NFPA 101 Life Safety Code

OCRXNDPNRON

To the best of my knowledge and belief, the proposed project will be
designed and built to conform to applicable federal standards,
manufacturer’s specifications, and licensing agencies requirements.

If you have any further questions, please feel free to contact us at your
convenience.

Sincerely,

Wyatt\€o , AlIA
Architect



ATTACHMENT B.IIL.(A).1 & 3

1. SIZE OF SITE (IN ACRES) — * 14.6 ACRES
2. LOCATION OF PROPOSED CONSTRUCTION
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ATTACHMENT B.IIIL.(A).2

EXISTING STRUCTURE ON SITE
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ATTACHMENT B.IIIL(A).4

NAMES OF STREETS, ROADS OF HIGHWAYS THAT
BORDER THE SITE
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ATTACHMENT B.1V
COPY OF PROPOSED FLOOR PLAN DRAWING
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ATTACHMENT C, NEED.3
SERVICE AREA MAP
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ATTACHMENT C, NEED.5
HISTORICAL UTILIZATION DATA
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Attachment C, Need.5
2010 - Historical Bed Utilization
Hamilton County

SNF- SNF/NF NF - Licensed SNF NF Level SNF All NF All
Facilit Licensed Beds Beds Beds Only Medicare 1 Other Other Total
y Beds Medicare Dully Medicaid/ Beds TnCare | Medicaid Payors Payors ADC
Certified Tncare Non Cert ADC ADC ADC ADC
Alexian
Village 114 114 - - - 14.9 85.3 - - 87.8
oL 127 ; 127 20.2 | 100.2
Health Care ) ) y ; - ) 94.8
Life Care Center
of Collegedale 124 - 124 - - 33.8 82.3 - - 93.6
Life Care Center
of East Ridge 160 - 160 - - 88.3 25.9 - - 71.4
Life Care Center
of Missionary 78 - 78 - - 10.9 49.6 - - 77.6
Ridge
Life Care Center
of Red Bank 148 - 148 - - 39.0 100.2 - - 94.0
NHC Healthcare
Chattanooga 207 - 145 62 - 120.9 65.3 - - 90.0
Siskin Hospital
Rehabilitation 29 : 29 : Z 253 0.0 : . 87.2
Soddy Daisy
Healthcare 120 - 120 - - 26.7 75.0 - - 84.8
Center
St. Barnabas
Nursing Home 108 - 108 - - 30.6 64.7 - - 88.3
The Health Care
Center - 474 - 304 170 - 135.1 267.2 - - 84.9
Standifer Place
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’7 Total 1,689 114 1,343 232 B 545.7 ' 915.7 [ - 1 . 86.5
Attachment C, Need.5
2011 - Historical Bed Utilization
Hamilton County
SNF- SNF/NF NF - Licensed SNF NF Level SNF All NF All
Facilit Licensed Beds Beds Beds Only Medicare 1 Other Other Total
acllity Beds | podicare | Dully | Medicaid/ | Beds TnCare | Medicaid | Payors | Payors ADC
Certified Tncare Non Cert ADC ADC ADC ADC
Alexian
Village 114 114 - - - 21.7 - - 80.5 89.7
Consulate
Health Care 127 - 127 . - 14.4 - ; 1052 | 94.1
Life Care Center
of Collegedale 124 B 124 B 2 31.3 = - 62.6 75.8
Life Care Center
of East Ridge 160 - 160 B - 80.5 - - 20.3 77.5
Life Care Center
of Missionary 108 - 108 - - 34.1 - - 25.2 29.6
Ridge
Life Care Center
of Red Bank 130 - 130 - - 32.9 - - 95.9 99.1
NHC Healthcare
Chattanooga 207 - 1145 62 - 90.4 - - 89.7 87.0
Siskin Hospital ) _ ) _ _
Rehabilitation 29 29 25.2 00 | 86.8
Soddy Daisy
Healthcare 120 - 120 - - 25.3 - - 75.4 83.9
Center
St. Barnabas
Nursing Home 108 - 108 = - 31.5 - - 64.8 89.1
The Health Care
Center — 474 - 170 304 - 132.8 - - 270.6 85.1
Standifer Place
Total 1,671 114 1,191 366 - 494.9 - - 9154 84.4
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Attachment C, Need.5
2012 - Historical Bed Utilization

Hamilton County

SNF- SNF/NF NF - Licensed SNF NF Level SNF All NF All
Facilit Licensed Beds Beds Beds Only Medicare 1 Other Other Total
geilty Beds | yiedicare | DUy | Medicaid/ | Beds TnCare | Medicaid | Payors | Payors ADC
Ceriified Tncare Non Cert ADC ADC ADC ADC
Alexian
Village 114 114 - - - 15.9 84.6 - - 88.2
Consulate
Health Care 127 - 127 - - 18.8 103.0 - - 95.9
Life Care Center
of Collegedale 124 - 124 - - 37.5 67.4 - - 84.6
Life Care Center
of East Ridge 130 ) 130 - - 71.6 21.5 - - 71.6
Life Care Center
of Missionary 108 - 108 - B 59.1 25.8 - - 78.6
Ridge
Life Care Center
of Red Bank 148 - 148 - - 36.3 80.0 - - 77.9
NHC Healthcare
Chattanooga 207 - 145 62 - 85.7 90.6 - - 85.2
Siskin Hospital
Rehabilitation 29 . 29 ‘ - 26.1 0.0 - . 90.1
Soddy Daisy
Healthcare 120 - 120 - - 5.1 72.1 - - 64.2
Center
St. Barnabas
Nursing Home 108 - 108 - - 42.9 56.3 - - 91.8
The Health Care
Center — 444 - 284 160 - 119.0 391.6 - - 92.5
Standifer Place
Total 1,659 244 1,193 222 - 518.0 892.9 - - 85.0
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ATTACHMENT C. ECONOMIC FEASIBILITY.1.2
LETTER FROM PROJECT ARCHITECT OUTLINING
THE ESTIMATED CONSTRUCTION COSTS
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Franklin Associates, Architects, Inc.

142 N Market St . PO Box 4048 . Chattanooga . TN 37405

423.266.1207

September 25, 2014

Ms. Linda Cross

Life Care Centers of America
3001 Keith Street, NW
Cleveland, TN 37312

Re: Life Care Centers of America -
108-Bed Skilled Nursing Facility
East Ridge, TN for
East Ridge Medical Investors, LLC

Dear Ms. Cross:

We have reviewed the project Square Footage and Cost per Square Footage
Chart that has been prepared for the CON to the State of Tennessee for the
proposed skilled nursing facility located off McDonald Road in East Ridge,
TN. Based on the information shown in this form, and historical budgeting
information, we estimate the project cost to be $17,577,000. This figure is
based on the following line items:

a. A/E fees: $740,000

b. Site Preparation cost: $1,500,000
c. Building Construction cost: $14,837,000
d. Contingency fund: $500,000

To the best of my knowledge and belief, the facility will meet the 2010 AIA
standards as noted in the Guideline for Design & Construction of Health
Care Facilities and all applicable local, state and federal standards.

Sincerely,

Wyattteo , AlA
Architect



SQUARE FOOTAGE AND COST PER SQUARE FOOTAGE CHART- 9-30-14
Existing Proposed Final
A. Unit/ Department Existing Location SF Location Propesed Final Square Footage Proposed Final Cost / SF
Renovated] New Total Renovated New Total

Resident Rooms LCC of Easl Ridge 24,656 New Nursing Home 0 25844 25844 $0.00 185.00] $4.781,140.00
Administration LCC of East Ridge 1,887 New Nursing Home 0 2870 2,870 $0.00 185.00 530,950.00
Rehab LCC of East Ridge 1,331 New Nursing Home 0 4222 4,222 $0.00 185.00 781,070.00
Food Service LCC of East Ridge 1,908 New Nursing Home 0 1732 1,732 $0.00 185.00 320,420.00
Laundry LCC of East Ridge 578|—-——-———- |New Nursing Home [1] 749 749 $0.00 185.00 138,565.00
Fatient Care Support Area |LCC of Eas! Ridge 4577 New Nursing Home 0 5915 5915 $0.00 $185.00] $1,094,275.00
Aclivities & Lounge LCC of East Ridge 1,452 New Nursing Home 0 3826 3,826 $0.00 185.00 $707,810.00
Storage LCC of East Ridge 1,276 New Nursing Home 0 758 758 $0.00 185.00 $140,230.00
Dining LCC of East Ridge 1,336 New Nursing Home 0 4071 4,071 $0.00 §185.00 $753,135.00
{B.UnitDepart. GSF

Sub-Total LCC of East Ridge 38,998 New Nursing Home 0| 49.987 49,987 $130.00 $185.00|  $9,247,595.00
C. Mechanical / Electrical

GSF LCC of East Ridge 147 New Nursing Home 0 2,757 2,757 $130.00 $185.00 $510,045.00
D. Circulation /Structure

GSF LCC of East Ridge 14,423 New Nursing Home 0| 27,456 27,456 $130.00 $185.00] §5,079,360.00
E. Total GSF LCC of East Ridge 53,568 New Nursing Home 0| 80,200 80,200 $130.00 $165.00] $14,837,000.00




ATTACHMENT C. ECONOMIC FEASIBILITY.2.1
FUNDING LETTER
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& BANK OF TEXAS
Bianca Andujo
Bank of Texas

5956 Sherry Lane # 700
Dallas, TX 75209

October 2, 2014

Life Care Centers of America, Inc.

Forrest L. Preston
3570 Keith Street, NW
Cleveland, Tennessee 37312

RE: Life Care Center of East Ridge

Dear Forrest:

We are excited to discuss the opportunity to finance the replacement of your facility in East
Ridge, Tennessee. This sounds like an exciting project that will clearly serve the East Ridge
area well by delivering the care and services that today’s seniors need and desire. As you are
aware, Bank of Texas has successfully worked with you and your companies over the past
several years and has provided you with financing for multiple projects.

Subject to your adhering to our applicable underwriting criteria, we are interested to work
with you on the replacement of Life Care Center of East Ridge. Based on our typical loan
parameters, we anticipate that the project can support a loan sufficient to fund up to 100% of
the costs. The interest rate would be established at closing, but would be approximately 4% if
we closed today. The loan term would be 5 years with interest only during construction and
lease-up. I know you are aware of our construction financing process and our capabilities
based on our previous successful experiences with one another.

Barnk of Texas looks forward to reviewing your loan proposal once you have obtained the
necessary Certificate of Need from the State.

Sincerely,
Bianca Andujo :
Sr. Vice President




ATTACHMENT C. ECONOMIC FEASIBILITY.10
FINANCIAL STATEMENTS
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ATTACHMENT. ORDERLY DEVELOPMENT.7(b).1
COPY OF LICENSE
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ATTACHMENT. ORDERLY DEVELOPMENT.7(b).2
COPY OF ACCREDIATION CERTIFICATE
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09/19/2014 FRI 11t+37 FAX 1 423 499 8616 Life Caxe East Ridge @ooz/002

?P!I:.r
P The Jommt Commission

July 27, 2012
Dayle R. Love, RN, CNIA, FACHCA Joint Cotnmissian [D # 118980
Ly Program: Lang Term Care Acercditation
Lifc Carc Center of Bast Ridpge Accreditation Activily: *60-day Bvidence of
1500 l-incher Avopuc Stundards Compliance

Accreditation Activity Complered: 07/27/2012

East Ridge, TN 37412

Dear Mr. Love:

The Joint Commigsion would like lo thunk your organization for participaling in the acereditation procesy. This
proceis is designed to help your erganization cenlinuously provide safe, high-guality carc, trentmenr, and servicos
by identifying opportunitics for improvement in your processes and helping you follaw th rough on und
mmplement these improvements. We encourage you 10 uso the seoreditation process as a continuous standards
.eompliance and operation#| improvement tool. i

'The Jolal Cummisyion i granting your organization an accreditation decisian of Aceredited fur all servicos
surveyed mnder the applicable manual(s) noted below:

hens i Term C

This accredhation cycle is elleetive beginning May 25, 2012, ‘I'he Joint Commission regsrves the right 1o shorten
or lengthen the duration of the cycle: however, the certifivats and oycle are customarily valid for up ta 36 months,

Please vivit Quality Check® on The Joitit Commission web site for updated information related 1o your
aceredilation decision,

We cncourage you 1o shere this accreditation decision with your organization’s appropriate
governing body. You may alsu want to inform the state or regfonal regululory services, and
of your vrganization’s accrediation decision,

Ploae be: aswurcd that The Joint Commigaion will keep the report confidential, except u required by law, 'f'o
ensure that The Joint Comunssion’s infarmation’about your organization iy lwuys accirate and current, our
policy requircs (hut you inform us of any changes in the name or ownership of your orpenization or the health

CAre Jervicos you provide.

staff, lendership, am
the public you serve

Sincerely,

et (R,

Murk (i, Pelletier, RN, MS

Chief Operating Officer
Divinion of Accreditation and Certification Operlions



ATTACHMENT. ORDERLY DEVELOPMENT.7(c).1
COPY OF LAST INSPECTION, THE CORRECTION
ACTION PLAN AND THE FINAL CLEARANCE
LETTER
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From: 03/27/2014 09:27 #637 P.002/002

STATE OF TENNESSEE
DEPARTMENT OF HEALTH
OFFICE 0F HEALTH LYCENSURK AND REGUTLATION
EAST TENNESSEE REGION
7175 STRAWBERRY PLAINS PIKE, SUITE 103
KNOXVILLE, TENNESSEE 37814

March 24, 2014

Mr. Benjamin Zani, Administrator
Life Care Center of East Ridge
1500 Fincher Avenue

East Ridge TN 37412

Re: 44-5296

Dear Mr. Zani:

The East Tennessee Regional Office of Health Care Facilitles conducted a Heafth and
Life Safety recertification survey/complaint investigation on January 21 - 23, 2014. An
on-site revisit and review of the facilities plan of correction for the deficiencles cited as
a result of the survey was conducted on March 12, 2014. Based on the on-site revisit
and review, we are accepting your plan of correction and your facility is in compliance
with all participation requirements as of February 14, 2014,

If you have any questions concerning this letter, please contact our office at (865) 594~
9396.

Sincerely,

‘ VR o 1
K OO \'(./\..-L)\ h"' [ | & ;.6
Karen B. Kirby, R.N.

Regional Administrator

ETRO Heaith Care Facllities

s

gl

KK:afl



FiRgR: 02/06/2014 09:39 4348 P.003/011

2014-02-05 14:57 DCa547PM13501 8652125642 »>» P 2/10

DEPARTMENT OF HEALTH
OIIYICE OF HEALTH LICENSURE AND REGULATION
EAST TENNESSEE REGION
7176 STRAWRERRY PLAING PIKE, SUITE 103
KNOXVILLE, TENNESSEE 37914

IMPORTANT NOTICE - PLEASE READ CAREFULLY

February 8, 2014

Mr, Benjamin Zani, Administrator
Life Care Center of East Ridge
1500 Fincher Avenue

East Ridge TN 37412

RE: 44.8296

Dear Mr. Zanl;

The East Tennessee Reglonal Office of Health Care Facilittes conducted a Health and Life Safety Cotla

recértification survey/complaint investigation on January 21 - 23, 2014, This letter to you is to serve as
notice that as a result of the survey completed January 23, 2014, your facility was not in substantial
compliance with the participation requirements of Medicare and/or Madicsid Programs. A statement of

deflciencies (CMS 2567) Is heing pravided to you will: this letter,

If you do not achieve substantial compliance by March 8, 2014 (45" day), our office will recommend to
the Centers for Medlcare & Medicaid Services (CMS) and/or the State Medicaid Agency that

enforcement remadles be imposed,
All references to regulatory requirsments contained in this letter are found in Title 42, Code of Federal

Regulations,
Mandatory Remedies

It you do not achleve substartial compliance by Aprll 23, 2014, (3 months after the Jast day of the survey
idantifying noncompliance January 23, 2014), the CMS Regional Office and/or State Medicaid Agency

must deny payments for new admissions.

We will also recommend to the CMS Reglonal Qffice that your Frovider Agreement be terminated on
July 23, 2014, if substantial compiliance (8 not achleved by that time,

Please note that this notice does not constitute formal notice of imposition of alternative
remedies or termination of your provider agreement. Should the Genters for Medicare and
Medicaid Services determine that tarmination or any other remedy Is warranted, it will provide
you with a separate format notification of that detsrmination.



From: 02/06/2014 09:40 #3948 P,004/011

2014-02-05 14:58 DCO547PM13501 8652125642 »» P 3710

Mr, Benjamin Zani, Adminlstrator
February 5, 2014
Page 2

Plan of Correctinh (POC)

A POC for the deficiencles must be submitted by Februaty 15, 2014, Fallure to submit an acceptable
POC by February 15, 2014, may resuit in the imposition of remedies by March 9, 2014,

Your POC must contsin the following:

What corrective action(s) will bs accomplished for those resldents found to
have been affected by the deficient practice;

How you wil identify other residents having the potential fo be affscled by the
same deflclent practice and what carrective action will be taken:

What measuras will be put into place or what systematic changes you wil make
to ensure that the deficient praciice does not recur; and

How the corrective action(s) will be monitored to ensure the deficlent practice
will not recur: fe., what quality assurarica program will be put ints place,

INFORMAL, DISPUTE RESOLUYION

In accordance with 488.831, you have one opportunity to guestion clted deficloncies. You may raguest a
Face to Face IDR for substandard fevel deficiencies, harm level deficlencies and Immediate Jeopardy
lavel deficlencies, All other deficiencies will recelve a dosk review (tslephons or written) by the Reglonal
Office that clted the deficiency. These requests must be made within the same 10-calendar day periad
that you have for submitting an acceptable plan of correction and myst contain additional justification as
to why the deaficiency(ies) should not have been written for harm level deficiencles or other deficlencles
that are not substandard or Inmediate Jeopardy. Evidence to dispule the saope and soverity levals may
only be submitted for substandard or Immediate Jeopardy defiolencias, Additional information which must
be submitted with your request for an IDR is limited to no more than five (5) typed pages with a font size
of no less than ten (10), If the faclity is requesting a desk review in addition to a face to face IDR, the
facllity must submit two separate requests with thelr plan of correclion to the State Survey Agency af the
address on this letter, telephone B885.888-5656 or fax number 865-694-6738, An incomplete Informal
Dispute Reeolution process will not delfay the sffective date of any enforcement action,

If you have any questions, please contact the Eaet Tennessas Regional Office by phore: 865-588-5656

or by fax; BA5-594-5730,
Sincerely,

Kanaa, kfu\‘@-é/ &fiﬂ

Karen B. Kirby, R.N,
Regional Administrator
ETRO Health Care Faclitles
KK:efl

Enclosure



02/14/2014 08:44 #065 P.002/008

From:
— “ R b L LR BTN R N W T FORM AP ROV
CENTEERS FOR MEDICARE & MEDICAID SERVIGES OMBNO. 0980561
TATEMENT OF DEFICIENCIES [¥1) PROVIDER/SUPPLIER/CLIA (X2) MULTIPLE CONSTRUGTION %3) DATE SURVEY
ND PLAN OF CORRECTION IDENTIFICATION NUMBER! A BUILDING { COMFLETED
445298 B. WING 0112372014
NAME OF PROVIDER DR SUPPLIER STREET ADDRESS, CITY, STATE, ZIP GODE ey
1500 FINCHER AVENUE
LIFE CARE CENTER OF EAST RIDGE EAST RIDGE, TN 37412
{X4) (D SUMMARY STATEMENT OF DEFKIENGIES ) PROVIDER'S PLAN DF CORRECTION o)
EAGH DEFIGIENGY MUST BE PRECEDED BY FULL PREFIX EACH CORREC 10
L REOULATORE o L6G IDENTIFYING INFORMATION) TAG cémmpmm”g’g%’m";‘fpﬂ%ﬁﬂfn MR ETON
DEFIGIENCY)
F 000 | INITIAL COMMENTS Fopo
Arecerlificalion survey and complaint _ )
Investigation 1132250 were complaled on January Ebﬁﬂﬁgmm
21- Janvary 23, 2014, at Lifo Cate Genter of Fedeta} i Sito vegulaions
East Ridge. No deficlancles waro cited related to mwmwm laog tean _
complaint investigation #32359 under 42 CFR CARS providers. Tho iy of H 4
Pert 483, Requirements for Long Term Care mm’“‘. 01 sanstliute un
Facllitas. OF o i iy on hopan |
F 456 | 483.70(c)(2) ESSENTIAL EQUIPMENT, SAFE F 456 herey ety i 1
§8=F | OPERATING CONDITION :"b’"""‘;ﬂd:;mﬁﬂufm-nr |
, i ] i )
The facility must maintain all essential ;“ww: nd ﬂ"i;;?;u“z“" fhat the |
meghanical, electrical, and patient care 2oREkitlous nre aooumtc, tut e |
equipment in safe oparating condition. fr"ﬁm Eonsiitita s deficioncy, f
or sovesi
rosutding sy of th deficionley |
elted i darreg)
This REQUIREMENT Is nat met as evidenced Womle. ™ |
by: i
Based on observation, review of facliity policy, Fass i
and Interview, the facifily falled to maintain L conpecry ]
essantlal kitchen equipment In safe operating Water bodigter ‘:‘; ’("“1""’(‘3;&, ! 3' " l
conditlon. alntenanos Sircotor, oty lnes !
! et Tobled, ey et o | 11
The findings included: o A, Pl
Ilesanos dicector and arey, |
Observation in the dletary depariment en January was tharouglily oleaed by
21,2013, at 11:30 a.m,, revesled a foul odor .‘:M'“:, St on 1221114, Sgay, ;
present In the area adjacent to the hot watar a.?.}'ﬁ.. mm';r; iecin | !
temperature booster and beneath the garbage compilaes .
disposal, Continued observation revealed three
approximately ten inch sections ol cut two by foun B :;’ﬁ}’ﬁ?qc“?"'lﬁﬁ o |
boards lying on the ficor beneath the garbage ol Rﬁ‘?mmm
disposal. Continued observation revealed the ba dﬂhﬁ?b?mmﬁ:m !
bhoards and finor were coated in damp, black, director oo 1431710 ‘
| debrls. Continued observation evealed the '
| presance of blackenad debris presant on the
| dishwasher confral box. ‘_
YORATORY EIRECTONUS OR PROVIDE RISUPHL N REPRESENTATIVIZS BIGNATURE " TMLE (K8 DATE
e (e LRI Dijrole’ gy
in ) doriowws a deficienicy wilgh e inaliiution may be excused from carrealing providing it lo datermined thay
letl above arn discinsable 00 days

ihe atiovo findings and plans ef caireellon are disclosabip 14

plon of cortestion ls pravided  Foy nuisteg] homes,
led, iin approved plan ef eomaction I rfequisite to cantfipusd

avang the dato of survey whether or nat a
mate svaitabie 1o fhe laedity. T deficloncles sro o)

% lollowing the date those dosumants are

gram preticipotion,
Event ID: TYLD11 Foclity 1D: TN3308 IF contirualion gheat Pag_e; 1})_1 2

I CMS-2667(02-99) Previeus Verzlons Quosolate




02/14/2014 08:45

#0865 P.003/008

From:
UEPARTMENT OF HEALTH AND HUMAN SERVICES R A 32014
CENTERS FOR MEDI EDICAID SERVICES OMBNO. 0538.0361

STATEMENT OF DEFICIENCIER ¥1) PROVIDER/SUPPLIER/GLIA X2) MULTIPLE CONSTRUGTION '
AND PLAN OF CORREGTION : }meunrmnom NUMBER: : s)uumme e "“’35‘{.%,?;,‘.}‘;?*
4452986 B.WING 0112372014
NAME OF PROVIDER OR SUPPLIGR STREET ADDRESS, CITY, 5TATE, ZIF GODE
1600 FINCHER AVENUE
LIFE CARE CENTER OF EAST RIDGE EAST RIDGE, TN 37412
(X4) ID ] BUMMARY BTATEMEN OF DEFICIENGIES . D PROVIDER'S PLAN OF CORRECTION 8
(EACH DERCIENGY MUST BE PRECEDED BY FUhL PREFIX H
p?ﬁglx REGULATORY OR L8C IDENTIFYING INFORMATION) TAG “mﬁ%géglgféﬁg:%&sz COMD';L'I‘EE“ON
456 | Continued Fram-page 1 F 458

Review of facllity policy, Preventative
Maintenance Water and Plumbing System,
revised March 2004 revealed "...maintenance Pass

personnel will perform preventative maintenance Coit... }

: "

and corrective actlans, . 3 :mm,mg cn s;}"m 3 JL( IH
Interview with the Dietary Manager on January :?WN Hoekly by mngﬂmpm,‘

21,2014, at 11:40 a.m., in the dietary depariment iy, Do oty ang |

confirmed the hot water temperature booster was e by ﬁ:‘m I

loaking and the floor bensath the garbage chorie oluton,ruyeg g |

disposal was soiled afler maintenance parsonnel #ith wares hopgy ]

recently altempied repair of the gacbage dispasal, ‘

4 MON,

Interview with the Maintenance Director, on co, -‘°“‘¥E fé,’mn f

January 21, 2014, at 11:45 e, in the dietary Wlmaumwm

department confirmet the boards ware to have m""ﬂ”‘"?‘@m Squijmen

been removed, the floor beneath the garbage "‘é."&;,’m““m 5

disposal cleanad affer the repairs, and confirmed present findings ,,‘3;}',.“,’ s

the faallity had falled to miairtain the water Commitice for fiowing 3

tamperature booster which was leaking onto the s mm‘t_fjl:‘ﬁ.wmm Divector

2 (!
kitchen floor, 10 Enmes g lwm«:pfmb'

If Gordinuation shest Page 2012

W CMS-2667(02-48) Previous Vernlons Obsalets

Event 12 TYLDT1

Facllity 112: TN 306



02714/2014 08:45 #065 P.004/008

From
RS AR STV IV P RVRT
Division of Health Cera Faclilies FORM APFROVED
STATEMENT OF BEF(CIENCIES X1) PROVIDER/SUPPLIERICLIA X2) MILTIPLE 1l
AND PLAN OF CORREGTION o e NUMBER: (A. ;umnwe: ORI "‘“’,?g}}ifgﬁgg,“
TN3308 B. WING 01” i'i 14
NAME OF PROVIDER OR SUPPLIER STREET ADDRESS, CITY, SYATE, ZIP CODE .
1600 FINCHER AVENUE
LIFE CARE CENTER OF EAST RIDGE EAST RIDGE, TN 37412
X4) ID SUMMARY STATEMENT OF DEFIGIENGIES n PROVIDER'S pL T
SRR (EACH DEFICIENGY MUST BE PREGEDED BY FULL PREFIX (EACH cnnnem-lfv\eﬂ%?o?m&gﬂt%"gg oM
TAG REGULATORY OR LSC IDENTIFYING INFORMATION) THG CROSS-REFERENCED TO THE APPROPRIATE DATE
i DEFICIENCY)
N 001f 1200-8-6 Inltial Comments N Qo1
Thig Rule js.notmet as evidencad by:
| Allvensyre survay and complalnt nvestigation
#32350 were complaled on.January 21 - Janijary N33
28, 2014, atLife Care Cenlor of East Ridge. No " CORRECTIVE o .
deficlencies were clted relitad to compluint ‘-’!""'*'ﬂr;ﬁ.,zngl._ tho :) . i:
Investigation #32350 under Chapter 1200-5-6, el povied g 1
Standards for Nursing Homes, . mmﬁ,,mh“m&oﬁ :
N 4 '53l 1200-8-6-0 ' Iocatad Wﬂg:-“&:um-f“”‘"" -
K -8-6-.04(24) Administration N 433 the diziing room, 1,;‘;‘:%:‘-« o
Stales dunt “Thi pgpily gov. |
{24)The facility shall develop a conclse statament ;:CMMW?}%{::” ot
of Its cherlly care polloles and shall post sush el 00l g, Ty, |
statement in a place accessible to the public., Carp. = 0O Provide Chayiy, ;
Authorlly, T.C A, §§4-5-202, 4-5:204, t ENTEICAToN or
30-17-1803, 30-17-1804, 39-17-1805, 68-11-202, ONGR RES1D s
88-11-204, 68-11-206, 88-11-200, 66-14-225, wﬂ;{tmw bo dirgeyty
88-11-254, 68-11-256, 68-11 ~267, 66-11-200, §
68-11-806, and 71-6-121. b SYSTEMAT: .
m"' L0on sdmision, or i
R, " i
& MONBORING o
This Rule Is not met as evidenced by: '?h?mm“ ACTION |
Based on obsarvation and Interview, the faclity the "Prg v:;;};”gﬁp; 0 eliock
Uie Right Tjpye : ;ﬁ::;m

falled to post the fasilty's charlly care policy In a
place accessible 1o Ihe public, HATE 1o o veonk e four
::ﬂnm;u APY commiites fur three

The findings includad:

Observation with the Adminlstrator on January 23,
2014, at 1:00 p.m., I the faciiity lobby and main
haliway revesled no posting of the faclity's charity

care poficy.

| Interview with the Administrator, at the lime of
| ths abservation, in the faciiity lobby confirmed ths

iston of Flonlih Care Faciiies

IORATORY DIRECTOR'S PHOVISENGY PP IER REPHESENTATIVE'S SIGNATURE TITLE 170) DATE
I Lo Pxeconet Dircks 2|
T FORM L /7 L= TYLD1Y W eoniinaation shest 1 of 2




Fron: 02/14/2014 08:45 #0865 P.005/008

VO e Ve Yurau 14

s FORM APPROVED

BTATEMENT OF DEFICIENCIES {X1) PROVIDERSUPPLIER/CLIA (%2) MULTIPLE CONSTRUCTION {X3) DATE SURVEY
AND PLAN OF CORRECTION IDENTIFICATION NUMBER,; A BULDING: COMPLETED
TN3308 B, WiNG 04/23/20114
e —————
-NAME OF PROVIDER OR GURPLIER SYREET ADDRESB, CITY, STATE, ZIP CODE
1500 FINCHER AVENUE
LIFE CARE CENTER OF EASY RIDGE EAST RIDGE, TN 37442
X4 10 SUMMARY STATEMENT OF DEFISIENGIES [ FROVIDER'S PLAN OF CORREGTION (X6)
PREFIX (EAGH DEFIOIENCY MUST BE PREGEDED BY FULL PREFIX (EAGH CORREGTIVE AGTION SHOULD B COMPLETE
TAG REGULATORY OR LSC IDENTIEYING INFORMATION) TAQ CROSE-REFERENCED TO THE APPROPRIATE DATE
DEFIGIENCY)
N433| Continued From pags 1 N 433

faclity had failed to post it's own charlty care
policy.

|
st of Fealth Cerp Fociiloy '
ATE FQRM L TYLD

If conlinuaiion sheat 2 of 2
,‘g g
(f ‘i




From: 02/14/2014 08:45 4065 P.006/008

DEPARTMENT OF HEALTH AND HUMAN SERVICES PRINTED: 01/24/2014
CENTERS FOR MEDICARE & MEDICAID SERVICES DMEOS(“; %%;2—%\55?
STATEMENT OF DEFICIENCIES (X1) PROVIDER/SUPPLIER/GUA (X2) MULTIPLE CONSTRUCTION e .
g (X3) DATE SURVEY
AND PLLAN OF CORRECTION IDENTIFICATION NUMBER; A BUILDING 01 - MAIN BUILDING 01 COMPLETED
445296 B. WING
—_— Lk T :
NAWME OF PROVIDER OR BUPPLIER STREET ADDRESS, CITY, STATE, 2IP CODE 2112014
1500 FINCHER AVENUE
LIFE CARE CENTER OF EAST RIDGE
EAST RIDGE, TN 37412
X4) 10 SUMMARY STATEMENT OF DEFICIENCIES D DER' >
Ff RE’,.-‘K (EACH DEFICIENGY MUST BE PREGEDED BY FULL FREFIX P ;a’éi?é"om%?f\i‘é‘gn%%“?ﬁgﬂ"é“es COMPLETION
TAG REGULATORY OR LSC IDENTIFYING INEORMATION) TAG CROGS-REFERENCED TO THE APPROPRIATE DATE
DEFICIENCY)
K D38 | NFPA 101 LIFE SAFETY CODE STANDARL K038
88=D ¢
Exit access Is arranged so that exits are readlly
accessible at all times in accordance with section KU
7.1 18.24 =
] RCTIVE ACTION
1. CORRE 2 ,‘1‘\4\
Par TN licensod archirect i
recommenilution, & “Ho) mi-:xlt"|
sign wes installed by the
Muintenanot Dirvotor fndhs |
comidor by the elovatar am on
This STANDARD s pot met as svidenced by: 14, |
Based on observations, It was deterrined the v o
facllty failed to amange exit accass readily Ak, "“f:‘d‘:}m;"‘xﬁ‘ﬂ.
avallable at all imes. sign wns insfalted by |
Maiitenance Direstor on o
Tha findings Included: second floar center stairwell door
on 2/12/14, |
1. Observation in the corridar by the slevator 2. IDENTIFICATION OF ‘
eguipment room on 1/21/14 revealed a door OTUER RESIDENTS
squipped with delayed egress, but did not have s 1
All deluyed siress locks wers
the proper signage. ussessed by Tho Muiplenonoo |
, : i ' on 1/21/14 to assure that
2. Observation in the corridor by the elavator n:oefr::; ;’t;:ks buve two delayed
equipment room revealad two delayed egress egeess locks In the path of pgreys,
doars In the path of sgress, It was also observed . wa |
that the doors 1o the stairway on the second floor 3. BYSTEMATIC CHANGES |
were equipped with delayed egress, resuling In Maintenanze Diseotor to pesforn |
more than one delayad egress Ioek in the path of guariesly inspections (o ensurs
8grass, {het 00 two delayed cgress Jooks |
aio in (e path of egress, .
These findings wers acknowledged by the 4, MONITORING OF ;
Director of Plant Operations and the facility CORRECTIVE ACTTON
adminlstrator during the exit interview on 1/21/14. —
K 147 | NFPA 101 LIFE SAFETY CODE STANDARD K 147 e g
88=0 . . R . docunintation from
Electrical wiring and equipment is in accordarnce Muintenance Director. The
with NFPA 70, National Electrical Code, 9.1.2 | Dxeentlve Divector will imonitar
Ihs procoss manthly to ssure
continyed complinee,
MORATORY DIRECTORA OR FROVWERISUPPLER REPRESENTATIVES SH3NATURE TILE A DATE

L~ Fx e 7 (ol alila

ty dleficioncy studrentdnding Mith an astarisk (*) denoloe v deficlency which tlie Institulion mny he exvised fiom comoallng praviding It i datermingd thal
het sufopusids provide sufficient proteclion (o the pationis. (See Instructions.) Except for nursing homee, |he findinge slalod sbuve are awmbl":’o i
lowing the dite of survey whathear or not n plun of corcection i provided, For nusing homs, (e above findings and plans of comeation #v visel r.a: l?.-’;"
¥+ following the date Ihese dosuments arg imade available to the fociity, U dofisencias are cited, an approved plan of correction Iy reguisi !lmuat? st
saram paticlpation. “ ig.continliel

IRM CMS-2667(02-88) Pravious Versions Obeolete Evenl ID:YYLD21 Faﬁllity 0 TNaL‘al; =

If continuation ahe;t P-aae 1 of 2




Eron: 02/14/2014 08:46 4065 P.007/008

DEPARTMENT OF HEALTH AND HUMAN SERVICES PR?J&%A%%@%S

CENTERS FOR MEDICARE & MEDICAID SERVICES OMB NO. 391
{X2) MULTIPLE CONSTRUCTION {K9) DATE SURvEY

STATEMENT OF DEFIGENGIES (X1) PROVIDER/SUPPLIER/CLIA
AND PLAN OF CORRECTION IDENTIFICATION NUMBER: A BULDING 01 « MAIN BUILDING 01 COMPLETED
445296 2. WiNG 012172044
NAME OF PROVIDER OR SUPPLIER STREET ADDRESS, CITY, STATE, ZIF CODE
1500 FINCHER AVENUE
LIFE CARE CENTE_R OF EAST RIDGE EAST RIDGE, TN 37412
BUMMARY STATEMENT OF DEFIGIENGIES 10 PROVIDER'S PLAN OF CORRECTION X
éﬁ?é& (EACH DEFICIENCY MUST BE PREGEDED BY FULL PREFIX (EACH CORRECTIVE ACTION SHOULD e coubLEncn
TAG REGULATORY OR LEC IDENTIFYING INFORMAT I0) - TAG cmss-nmegg;& ‘Iég é;;ﬁ APPROPRIATE DATE
K147 | Continued From page 1 K147
This STANDARD is not met as evidenced by: K147
Based ot obsarvation, it was determined tha ORIV GTION
i em. . ACTI()
faclilty falled to maintain the electrical system 1,,;';’ e M
. electric punals in question on 2
The finding included: 12114, a0d inspeoted nfl of the /{ﬂ( { Ll

eloatria panely fu o buflding the f
|
f

Observation on 1/21/14 at 11:51 AM revealod the snine day, Now, stronger laaks

electric panels In the 100 hall, next to room 208, mmmsmﬁ lgﬂ Week of

and next 10 223 In the corridors were not locked. Muintenunce Direstor anto f
alceirieal boxes on 2/7/) 4,

This finding was acknowledged by the director of

plant operations and the facility administrator . L‘}i“{;{'i{ﬁ;‘.ﬁ’é’& OF

during the exit Interview on 1/21/14. Mo otber cleotrls pusels wars

found Yo be unlacked at the (e,

A SYSTEMATIC CHANGES
Panels aro bemyg ins
weekly 6 enmico proper focking
Ia tuking plnce; o well os pem
usy of paniels,

4 MONITORING OF
CORRECTIVE ACTION

S Maintenanoe Direstor wilf
Insmpect pradels weekly wni
presenl ndings 1o QAP
sommitios for 3 shonth, The
Executive Disesior will monitor
thig process montily 1o enaue
continued eaumplinnee

| |
|

|

I -

Facllity 1D: TN33068 If continuation shest Pags 20f2

R CME-2667(02-8D) Pravious Verslons Obsolste Event |D: TYLD2Y

T L)
o e e ey



0271472014 08,46 #065 P.008/008

From:
PRINTED: 01/24/2014
M APP
— Diviglon of Heallh Care Facilies SMAPPROVED
5 TATEMENT OF DEFGIENCIES [ (X1) PROVIDERSUPPLIERIGLA K2) MULTIPLE CONSTRUGTION ; URVEY
AND PLAN OF CORRECTION IDENVIFICATION NUMBER: ,(\‘ BUILDING: 01 - MAIN BUILDING 01 ‘xa}gSJEPLSETED
TN3308 8. Wiva 012112014
NAME OF PROVIDER OR SUPRLIER STREET ADDRESS, GITY, STATE, ZIP 0ODE
1500 FINCHER AVENUE
LIFE CARE CENTER OF EAST RIDGE EAST RIDGE, TN 37412
(X4 ID SUMMARY STATEMENT OF DEFIGIENGIES b PROVIDER'S PLAN OF CORRECTION T oo
PREFIX (EAGH DEFIGIENCY MUBT DE PREGEDED BY FULL PREFIX (EACH CORRECTIVE ACTION SHOULD b COMPLETE
TAG REGULATORY OR LSC IDENTIFYING INFORMATION) TAG CROSS REFERENCED.TO THE APPROPRIATE DATE
DEFICIENCY) '
N 002 1200-8-6 No Deficiencies N g2

Based on observations, lésting, and records
review on.1/21/14, ltwas determinad the faciiity
was In gompllance with the Life Safely Coder

requirements of the Tennessee Department of 2{(*1' (l‘
Health, Board of Licansing Health Gare Faclilles
.and Ghapter 1200-08-08 Standards for Nurslng
Homes and lis referenced publications,

-

!
wislon of Hoollh Caro Fachilen

\BORATORY NIRECTORS OR PRC}?)EIUHIJPE‘I.IER REPRESENTATIVE'S SIGNATURE TITLE K0 OATE
. i "'\.‘

— Za Exted Dyethr 21l

ATE FORM (l ] TYLO21 H conbristion aheel 1 of 1

P A

LRt



ATTACHMENT
PROOF OF PUBLICATION

63



F6 ) ﬁrtday, Octqberw. 2014

LEGAL NOTICES e LEGAL NOTICES

PUBI.ICATION OF INTENT

1-1 . and th_e Rules of.the Health
elopment"Agency -that' v .

'nt") mtends to flle an appllcatlon for

placement facnhty will’ aIIow for the constructlon of anew nurs-
ing home facility to replace the existing forty year old building
and will be: Iocated.to the east:of the existing facuhty upon an
unaddressed 5|teradjacent to the current site at 1500 Fincher .
Avenue, Hamilton County, East Ridge, Tennessee The approx-.
_imate prolect cost of the' replacement will'be'$24,874,400.00.
The new facmty‘wvll reduce the number of beds from 130 beds
to 108 beds. No other services will be initiated dr discontinued,,
~andno ma]or medical equ:pment |s*requested

The antlapated date of flhng the appllcatlon is
October 15, 2014, The contact person for this project is -
Clndy S. Cross,
St Director of Legal'Services, who may be reached at
Life Care Centers of America, inc.,
3570 Keith Street, NW, Cleveland, TN, 37312,
. {423) 473:5867..

Upon written request by interested parties, a local Fact-Fi_ndihg
public hearing shall be conducted.
Written requests for hearing should be sent to:

Health Services and Development Agency
Andrew Jackson Building; 9th'Floor -
502 Deaderick Street
Nashville, Tennessee 37243

The published Letter of Intent must. contain the following state-
ment pursuant to T.C.A!§ 68-11- 1607(()( ):(A) Any heaith care
institution wishing to'oppose a Certificate of Need application
‘must file'awritten notice with the Health Services and Develop:
ment Agency no |ater than fifteen (15) days before the regularly
scheduled Health Services and Development Agency meeting at
which the application i is originally, scheduled; and (B) Any other
person wishing to oppose the application must file written
objection with the Health Services and Development Agency at

e

applica e
N_eed farthe‘replacement of its current. facmty b

o prior to the consideration of the appllcatton by the Agency

AL NOTICES

LEGAL NOTICES

partments, agenctes or.employess is or
will be a party to this Invitation for Bids
or any resulting contracl(s)iawarded by
the Owner.

SPECIAL NOTICE TO DISADVAN- |

TAGED BUSINESS ENTERPRISES
(DBE) FIRMS

All qualified Disadvantaged Business
Enterprises (DBE) firms desiring to bid

IS AND WITH ALL FAULTS, and
without any representations or
warranties ol ‘any. kind whalsdever,

limiting the foregéing, THE.PROPERTY
IS TO BE SOLO ' WITHOUT ANY.
IMPLIED WARRANTIES OF
MERCHANTABILITY, CONDITION, OR
FITNESS FOR A PARTICULAR USE
OR PURPOSE.

Other interesied parties: None

whether express otimplied. Without

of briefs in the .
Il as other spet
1 I}

" afk/a SARA' E GILL a/k/a EVELYN w
gILL a/k/a MRS. _CHESTER w. glLl

's
DESCRIBED PFIOPEHTY

It appearing that service cannot be had
on you in Hamilion County, Tennessee,
or.ihat you are now nop-resjdents of the
State of Tennessee; it.is ORDERED
that uniess you appear and defend the
Complamt on file in the above-styled
case within thirty (30) days after Octo-
ber 10, 2014, a default judgment may
be taken against you for the relief de-
manded in said Complaint.

This the 17th day of September, 2014,

S. LEE AKERS, CLERK AND MASTER
By:Charlene Simmons
- Deputy Clerk

} QURT FO

| COUNTY, TENN

N .Z",'.. '|
GOODWIN SOUTHERN PROPERTY,
tLe :

Plaintiff -
vs. :
T.W. KOONS, TRUSTEE, ET AL

Defendants

PUBLICATION NOTICE.

TJO:T.W, KOONS,; TRUSTEE, AND
ANY AND ALL UNKNOWN CLAIM-
ANTS OF ANY RIGHT, TITLE AND/OR
INTEREST IN-AND TO\THE PROP-
ERTY DESCRIBED IN THE COM-
PLAINT. OF RECORD IN THE CLERK
& MASTER'S OFFICE OF HAMILTON
COUNTY, TENNESSEE, THEIR
HEIHS BENEFICIARIES AND LEGA-
TEE

H appearing that service cannot be had
on you in‘Hamilton County, Tennessee,
or that you are now non-residents of the
State of Tennessee; it is ORDERED
that unless you appear and defend the
Comnplaint an file in the ahAva-ctulan



AFFIDAVIT

STATE OF TENNESSEE

COUNTY OF BRADLEY

Joan E. Thurmond, Assistant Secretary of Life Care Centers of America, Inc., being first duly
sworn, says that she is Assistant Secretary of the applicant named in this application or
his/her/its lawful agent, that this project will be completed in accordance with the application,
that the applicant has read the directions to this application, the Rules of the Health Services
and Development Agency, and T.C.A. § 68-11-1601, et seq., and that the responses to this
application or any other questions deemed appropriate by the Health Services and

Development Agency are true and complete.

Life Care Centers of America, Inc.

. Thurmond, Assistant Se

Sworn to and subscribed before me this [ 3'M\day of O QT(’T:”OU\, FOIY 4 Notary

(Month) S (Year)

)6

98? a3 /Z\L (fl_ r\/\_f‘/\r\d)

"""NOTARY PUBLIC

Public in and for the County/State of E

My commission expires _~"[~20] 7 A e “o,

64 LANTECL S
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PSEPRZ-R-COMP

Life Care Centers of America, Inc.

19216 Health Services and Developmnt

CHECK PAYMENT NBR. 18513

sl

q
e}
e

DATE 10/03/14

Life Care Centers of America, Inc.

P.O. Box 3323

Cleveland, Tennessee 37320-3323

423-339-8316

PAY

TO THE
ORDER il
OF

"o L8543

P.O.

FORTY-FIVE THOUSAND AND 00/100

Health Services and Developmnt

Chattanooga, Tennessea

18513

INVOICE DESCRIPTION DATE P.O. NO. GROSY AMT. | DISCOUNT AMOUNT
ERCON10151 | East ridge CON 10/01/14 45000.00 0.00 45000.00
‘Please return | ck to Jaime Sipe

TOTALS 45000.00 0.00 45000.00
SunTrust NO. 18513 87-4/640

ﬁ«dﬁm

VOID AFTER 180 DAYS

LOELO000LEK L0000 L 586089 2B

See Reverse Side For Easy Opening Instructions

Box 3323

Life Care Centers of America, Inc.

Cleveland, Tennessee 37320-3323

Health Services and Developmnt

kkkk

7a na'crets o amnnn



State of Tennessee

Health Services and Development Agency
Andrew Jackson, g™ Floor, 502 Deaderick Street, Nashville, TN 37243
www.tn.gov/hsda Phone: 615-741-2364 Fax: 615-741-9884

January 2, 2015

Cindy A. Cross, Senior Director of Legal Services
Life Care Centers of America, Inc.

3570 Keith Street, NW

Cleveland TN 37312

RE: Certificate of Need Application -- Life Care Centers of America, Inc., d/b/a
Life Care Center of East Ridge - CN1410-044

The replacement of the existing 130-bed facilty with a new 108-bed facility on the same campus located at
1500 Fincher Avenue, East Ridge (Hamilton County). Twenty-two beds will be delicensed. The project cost
is estimated to be $24,874,400.00.

Dear Ms. Cross:

This is to acknowledge the receipt of supplemental information to your application for a
Certificate of Need. Please be advised your application is now considered complete by this office.
The application is being forwarded to the Tennessee Department of Health for review.

In accordance with Tennessee Code Annotated, §68-11-1601, et seq., as amended by Public
Chapter 780, the 60-day review cycle for this project will begin on January 1, 2015. The first sixty
(60) days of the cycle are assigned to the Department of Health, during which time a public
hearing may be held on your application. You will be contacted by a representative from this
Agency to establish the date, time and place of the hearing should one be requested. At the end of
the sixty (60) day period, a written report from the Department of Health or its representative will
be forwarded to this office for Agency review within the thirty (30)-day period immediately
following. You will receive a copy of their findings. The Health Services and Development
Agency will review your application on March 25, 2015.

Any communication regarding projects under consideration by the Health Services and
Development Agency shall be in accordance with T.C.A. § 68-11-1607(d):

(1)  No communications are permitted with the members of the agency once the Letter of
Intent initiating the application process is filed with the agency. Communications
between agency members and agency staff shall not be prohibited. Any
communication received by an agency member from a person unrelated to the
applicant or party opposing the application shall be reported to the Executive Director
and a written summary of such communication shall be made part of the certificate of
need file.

(@) All communications between the contact person or legal counsel for the applicant and
the Executive Director or agency staff after an application is deemed complete and
placed in the review cycle are prohibited unless submitted in writing or confirmed in
writing and made part of the certificate of need application file. Communications for



Cindy A. Cross, Senior Director of Legal Services
January 2, 2015
Page 2

the purposes of clarification of facts and issues that may arise after an application has
been deemed complete and initiated by the Executive Director or agency staff are not
prohibited.

Should you have questions or require additional information, please contact me.

Sincerely,

Melanie M. Hill
Executive Director

cc: Trent Sansing, CON Director, Division of Health Statistics



State of Tennessee

Health Services and Development Agency
Andrew Jackson, gt Floor, 502 Deaderick Street, Nashville, TN 37243
www.tn.gov/hsda Phone: 615-741-2364 Fax: 615-741-9884

MEMORANDUM

TO: Trent Sansing, CON Director
Office of Policy, Planning and Assessment
Division of Health Statistics
Andrew Johnson Tower, 2nd Floor
710 James Robertson Parkway
Nashville, Tennessee 37243

FROM: MelanieMm)léé\

Executive Director
DATE: January 2, 2015

RE: Certificate of Need Application
Life Care Centers of America, Inc., d/b/a Life Care Center
of East Ridge - CN1410-044

Please find enclosed an application for a Certificate of Need for the above-referenced project.

This application has undergone initial review by this office and has been deemed complete. It is
being forwarded to your agency for a sixty (60) day review period to begin on January 1, 2015 and
end on March 1, 2015.

Should there be any questions regarding this application or the review cycle, please contact this
office.

Enclosure

cc: Cindy A. Cross, Senior Director of Legal Services
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SR State of Tennessee

‘\! Nt N

{’f;,_i Health Services and Development Agency

J2¢¥  Andrew Jackson, 9™ Floor, 502 Deaderick Street, Nashville, TN 37243
www.tn.gov/hsda Phone: 615-741-2364 Fax: 615-741-9884
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December 9, 2014

Cindy Cross

Senior Director of Legal services
Life Care Centers of America
3570 Keith Street, NW
Cleveland, TN 37312

Re: Certificate of Need Application — CN1410-044
Life Care Center of East Ridge

Dear Ms. Cross:

The purpose of this letter is to remind you that your application remains incomplete. By law, if
an application is not deemed complete within sixty (60) days after written notification is given to
the applicant by agency staff, the application shall be deemed void. This application will be
deemed void if it is not complete by December 16, 2014 at 4:30 pm.

The agency received your application on October 14, 2014. Supplemental information was first
requested on October 17, 2014. It is imperative that you respond immediately to the November
21, 2014 request for supplemental information. This agency must have time to review your
responses to ensure that you have responded fully to all requests for information.

I have enclosed a copy of our last request for supplemental information. Please respond no later
than Monday, December 15, 2014 by 12:00 p.m.

Sincerely,

Melanie M. Hill
Executive Director

Enclosure

cc:  Mark Farber



State of Tennessee

Health Services and Development Agency

Andrew Jackson Building, g™ Floor, 502 Deaderick Street, Nashville, TN 37243
www.tn.gov/hsda Phone: 615-741-2364/Fax:615/532-9940

November 21, 2014

Cindy Cross

Senior Director of Legal Services
Life Care Centers of America, Inc.
3570 Keith Street, NW
Cleveland, TN 37312

RE: Certificate of Need Application CN1410-044
Life Care Center of East Ridge

Dear Ms. Cross:

This will acknowledge our November 18, 2014 receipt of your supplemental response for a
Certificate of Need for the replacement of Life Care Center of East Ridge located at 1500 Fincher
Avenue, East Ridge (Hamilton County), TN to an unaddressed site adjacent to the current site.
The new facility will reduce the number of licensed beds from 130 to 108 beds.

Several items were found which need clarification or additional discussion. Please review the
list of questions below and address them as indicated. The questions have been keyed to the
application form for your convenience. I should emphasize that an application cannot be deemed
complete and the review cycle begun until all questions have been answered and furnished to this

office.

Please submit responses in triplicate by 12:00 p.m., Tuesday, November 25, 2014. If the
supplemental information requested in this letter is not submitted by or before this time, then
consideration of this application may be delayed into a later review cycle.

1. Section A. 6 (Site Control)

It is noted Life Care Centers of America, Inc. is planning to lease the premises from
lessors East Ridge Medical Investors, LLC. Please provide control of the site by
providing a deed documenting the three LLCs East Ridge Medical Investors, LLC,
East Ridge Retirement Investors, LLC and Fincher Real Estate Investors, LLC owns

the property.
2. Section C, Economic Feasibility, Item 10

In Supplemental #2 it is noted East Ridge Medical Investors, LLC will finance the
proposed project by a bank loan. Please provide the latest balance sheet and income
statement as well as the most recent audited financial statements with accompanying
notes from East Ridge Medical Investors which documents the LLC has the financial
resources to finance the proposed project.

Please clarify why the funding letter from the Bank of Texas is addressed to Life Care
Centers of America, Inc. rather than East Ridge Medical Investors, LLC.



Ms. Cindy Cross
November 21, 2014
Page 2

Please clarify which entity will be responsible for the $23.9 million balloon payment.

The 2 pending Life Care Centers of America, Inc. lawsuits in the United States District
Court for the Eastern Division of Tennessee is noted. However, as requested in
supplemental #3, please provide an overview of the allegations, status, and its possible
impact upon the financial outlook of Life Care Centers of America, Inc.

In accordance with Tennessee Code Annotated, §68-11-1607(c) (5), "...If an application is not
deemed complete within sixty (60) days after written notification is given to the applicant by the
agency staff that the application is deemed incomplete, the application shall be deemed void."
For this application the sixtieth (60" day after written notification is December 16, 2014.
If this application is not deemed complete by this date, the application will be deemed void.
Agency Rule 0720-10-.03(4) (d) (2) indicates that "Failure of the applicant to meet this deadline
will result in the application being considered withdrawn and returned to the contact person. Re-
submittal of the application must be accomplished in accordance with Rule 0720-10-.03 and
requires an additional filing fee." Please note that supplemental information must be submitted
timely for the application to be deemed complete prior to the beginning date of the review cycle
which the applicant intends to enter, even if that time is less than the sixty (60) days allowed by
the statute. The supplemental information must be submitted with the enclosed affidavit, which
shall be executed and notarized; please attach the notarized affidavit to the supplemental
information.

If all supplemental information is not received and the application officially deemed complete
prior to the beginning of the next review cycle, then consideration of the application could be
delayed into a later review cycle. The review cycle for each application shall begin on the first
day of the month after the application has been deemed complete by the staff of the Health
Services and Development Agency.

Any communication regarding projects under consideration by the Health Services and
Development Agency shall be in accordance with T.C.A. 3 68-11-1607(d):

(1) No communications are permitted with the members of the agency once the Letter of
Intent initiating the application process is filed with the agency. Communications
between agency members and agency staff shall not be prohibited. Any communication
received by an agency member from a person unrelated to the applicant or party
opposing the application shall be reported to the Executive Director and a written
summary of such communication shall be made part of the certificate of need file.

(2) All communications between the contact person and legal counsel for the applicant and
the Executive Director or agency staff after an application is deemed complete and
placed in the review cycle are prohibited unless submitted in writing or confirmed in
writing and made part of the certificate of need application file. Communications for
the purposes of clarification of facts and issues that may arise after an application has
beeg geemed complete and initiated by the Executive Director or agency staff are not
prohibited.



Ms. Cindy Cross
November 21, 2014
Page 3

Should you have any questions or require additional information, please do not hesitate to
contact this office.

Si. 'erely,l / /
Phillip M. Earhart
HSD Examiner

Enclosures
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State of Tennessee e

Health Services and Development Agency .
Andrew Jackson Building, 9" Floor
502 Deaderick Street
Nashville, TN 37243 =

www.tn.govihsda  Phone: 615-741-2364 Fax: 615-741-9884

LETTER OF INTENT

The Publication of Intent is to be published in the __Chattanooga Times Free Press which is a newspaper
{(Name of Newspaper)
of general circulation in Hamilton , Tennessee, on or before _ October 10 , 2014,
(County) (Month / day) (Year)
for one day.

This is to prowde official notice to the Health Services and Development Agency and all interested parties, in

accordance with T.C.A. § 68-11-1601 et seq., and the Rules of the Health Services and Development Agency, that:
Life Care Centers of America, Inc., d/b/a Life Care Center of East Ridge Nursing Home
(Name of Applicant) (Facility Type-Existing)

Owned by: and operated by Life Care Centers of America, Inc., with an ownership type of corporation
and to be managed by: N/A intends to file an application for a Certificate of Need

for: Life Care Center of East Ridge, operated by Life Care Centers of America, Inc., 8 Tennessee corporation (the "applicant”) intends to

file an application for a Certificate of Need for the replacement of its current facility located at 1500 Fincher Avenue, East Ridge, Tennessee.

The replacement facility will allow for the construction of a new nursing home facility to replace the existing forty year old building and will

be located to the east of the existing facility upon an unaddressed site adjacent to the current site at 1500 Fincher Avenue, Hamilton County,

East Ridge, Tennessee. The approximate project cost of the replacement will be $24,874,400.00. The new facility will reduce the number

of beds from 130 beds to 108 beds. No other services will be initiated or discontinued, and no major medical equipment will be requested.

The anticipated date of filing the application is: October 15 ) 2014
The contact person for this project is Cindy S. Cross Assistant Secretary
(Contact Name) (Title)
who may be reached at: Life Care Centers of America, Inc., 3570 Keith Street, NW
(Company Name) (Address)
Cl and TN 37312 423/473-5867
ity) (State) (Zip Code) (Area Code / Phone Number)
Life Care 0321% America, |
By: 3 Cindy Cross@lcca.com
Cindy S Cross, Assistanl Socrgfary (Dt (E-mail Address}

The Letter of Interft must be filed in_triplicate and received between the first and the tenth day of the month. If the last
day for filing is a/ Saturday, Sunday or State Holiday, filing must occur on the preceding business day. File this form
at the following address:

Health Services and Development Agency
Andrew Jackson Building, 9t" Floor
502 Deaderick Street
Nashville, Tennessee 37243

The published Letter of Intent must contain the following statement pursuant to T.C.A. § 68-11-1607(c)(1). (A) Any health care
institution wishing to oppose a Certificate of Need application must file a written notice with the Health Services and
Development Agency no later than fifteen (15) days before the regularly scheduled Health Services and Development Agency
meeting at which the application is originally scheduled; and (B) Any other person wishing to oppose the application must file
written objection with the Health Services and Development Agency at or prior to the consideration of the application by the
Agency.

HF51 (Revised 01/09/2013 — all forms prior to this date are obsolete)



ORIGINAL-
SUPPLEMENTAL- 1

Life Care Center of East Ridge
CN1410-044



SUPPLEMENTAL- 1

October 24, 2014
2:56pm

LIFE CARE CENTERS OF AMERICA
dba LIFE CARE CENTER
OF EAST RIDGE

SUPPLEMENTAL INFORMATION

CERTIFICATE OF NEED

APPLICATION CN1410-044
OCTOBER 23, 2014



SUPPLEMEH’!AL- 1

1. Section A. 6 (Site Control) - The draft facility lease agreement is not
Agency will need a fully executed (signed by both parties) lease agreement, or
fully executed (signed by both parties) option to lease which demong}‘#ﬁ ?4- 2014
applicant has a legitimate legal interest in the property' gn which it intends to 2:56pm
locate the project. A fully executed (signed by both parties) Option to Lease must
at least include the expected term of the lease and the anticipated lease
payments.
Response: See Attachment 1

2. Section A. 11 (Medicaid Provider Number) - Since the applicant’s bed
complement chart indicates that the 108 beds will be Medicare-certified only,
please explain how the applicant expects to obtain a Medicaid Provider Number.
Additionally, according to a TennCare representative in response from an
inquiry by Melanie Hill, HSDA Executive Director, nursing homes are explicitly
prohibited from serving a subset of Medicaid applicants and if they participate
in the Medicaid program, must serve all Medicaid residents, regardless of level
of reimbursement. Please explain how the applicant expects to be Medicaid
certified for Level II only.

Response: The Centers for Medicare and Medicaid Services (CMS) requires State
Medicaid programs to establish a mechanism for non-Medicaid providers to bill the
Medicaid program for Medicare coinsurance (crossover claims) incurred by a
Medicare patient who has Medicaid coverage (dully eligible beneficiary). The
purpose of the Medicaid provider number is to provide the facility the means to bill
for Medicare coinsurance. Attachment 2 is a bulletin from CMS which outlines State

Medicaid agencies obligation to reimburse for these crossover patients.

The only mechanism Tennessee Medicaid has to process crossover claims for dually
eligible beneficiaries is the Medicaid II provider number. The facility is willing to
become a Level II Medicaid provider to avoid the State Medicaid program from
having to develop an alternative claims process mechanism to meet CMS'
requirement to process crossover claims. The facility is aware it must accept
Medicaid beneficiaries who qualify for the Medicaid Level Il service; however, there
are very few, if any, beneficiaries who meet the Medicaid Level I care criteria where
Medicaid is the primary payor. The facility's preference is that the State Medicaid
program meet the Federal government's requirement to provide a claims processing
mechanism for crossover claims for non-Medicaid providers. Life Care Center of
Hixson and Life Care Center of Ooltewah are also Medicaid Level Il providers only.

3. Section A. 13 (TennCare Participation) - Please explain why the applicant
intends to be Medicaid certified but not treat TennCare patients.
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Response: Because CMS requires State Medicaid programs to reimburse non-

Medicaid providers for the copayments and deductibles for these crossov@%bﬁﬂzgsszem“
:56pm

patients.

. Section B, Project Description, Item I - The applicant has requested three years

to complete the proposed project. Please provide the reasons for the additional
year being requested.
Response: It is difficult to complete all of the construction documents, receive

regulatory approvals, construct the facility, and receive licensure inspections within

two years.

Life Centers of America has recently completed five new facilities in Tennessee. All
of these projects required over two years to complete and 36 months was requested
and approved for all of these projects. These projects are Life Care Center of
Missionary Ridge (CN0904-016), Life Care Center of Hickory Woods (CN0906-029),
Life Care Center Old Hickory Village (CN0908-030), Life Care Center of Rhea
County (CN1101-004), and Colonial Hills Nursing Center (CN1208-039).

If the current facility is to close during construction, please clarify how the
applicant intends to retain its licensure status until the opening of the new
facility.

Response: If a Certificate of Need is granted, it will no longer be necessary to

maintain the existing license.

Please discuss in detail the transition process of the nursing home residents from
the current nursing home to the proposed nursing home.

Response: Currently approximately 82 percent of the patients are Level II (SNF)
patients which have an average length of stay of approximately 34 days.
Approximately 45 days before the scheduled date of closing the facility, admissions of
Level (SNF) patient will be discontinued. Therefore, most of the Level II (SNF) of
the patients will be discharged before the facility closes. The remaining of these

patients will be transferred to another facility.

There are approximately 18 Level I (SNF) patients in the facility. Approximately 45
days before the scheduled closing date, admissions of Level I (NF) patients will be
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discontinued. The patients in the facility will be encouraged to transfer to Life Care

Center of Collegedale. The charge structure at Life Care Center of CollOgithers24, 2014
2:56pm

very similar to that at Life Care Center of East Ridge and is located only 11 miles P

from the current facility.

If the proposed facility does not overlap the site of the current facility, please
explain how the land located under and around the existing facility will be
utilized after demolition of the current facility.

Response: The total acreage of this site provides the opportunity for future expansion
that could include an assisted living facility and a retirement facility.

Did the applicant consider designing the facility in a manner consistent with the
Greenhouse concept/Eden alternative? Please explain.

Response: The design of this facility does incorporate several Green House Project
concepts. Each resident room has a private bathroom with a shower, and the shared
common areas such as the three dayrooms and the library are all always open for
resident use. This allows freedom from scheduling. The facility has a warm inviting
décor and multiple common rooms and outdoor spaces for the resident to enjoy. There
is wireless internet available throughout the facility plus a large channel lineup on the
provided TV service and a direct dial phone line to each room. The nurse call systems
use pagers and the corridors are carpeted to reduce the noise levels. The windows into
each room are 60% larger than required by code to provide plenty of sunlight into the
resident’s room. In addition there are three exterior courtyards plus walking paths, a

putting green, and beautiful landscaping to encourage time outdoors.

Can the dining area seat 108 residents in one sitting? Please explain.
Response: The dining room will seat 87. The assisted dining room seats 12. The

dayrooms have seating for 24 (8 each). This totals 123. In room meals can be ordered

from a restaurant style menu at any time.

The applicant reports the current facility only has 4 private rooms. However,
the 2012 Joint Annual Report for the applicant reports 13 private rooms. Please
clarify.

Response: The facility was built with 3 private rooms. Because of the demand for

private rooms, nine semi-private rooms were converted to private rooms.
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5. Section B, Project Description, Item II.A. - The codes letter in the attachment is
noted. However, please clarify if the newly constructed nursing ho §fe24, 2014
fully sprinkled. 2:56pm
Response: Yes, the building will be fully sprinkled.

6. Section C. Need 1.a. (Service Specific Criteria-Construction, Renovation,
Expansion, and Replacement of Health Care Institutions) (2) (a.) - Your
response to this item is noted. Please compare the cost of the renovation project
to the cost of the replacement projects in cost per bed terms.

Response: The renovation cost per bed is higher than the new construction as

proposed in this application.

Beds Congg;gtlon Cost per Bed
| New Construction 108 $14,837,000 $137,352
Renovation 118 $16,292,080 $138,068

7. Section C. Need, Item 2 - The long range goals of the applicant are noted. Please
clarify if the proposed facility is designed in a manner to expand in the future.

Response: Should future expansion of this facility be desired by the ownership, the
facility is designed to permit expansion, and the site is large enough for a building

addition.

8. Section C. Need, Item 6 - Table 7 on page 25 is noted. However, please clarify
why the applicant reduced licensed beds from 160 to 130 from the year 2011 to
2012.

Response: A certificate of need application (CN0806-038) was filed to relocate Life

Care Center of Missionary Ridge to new site in Hixson, and increase the licensed beds
from 78 to 108, with the additional 30 beds being moved from Life Care Center of
East Ridge. Because there were only 21 beds in the bed pool, only 21 additional beds
were approved. A second application (CN0904-016) was filed and approved to
transfer the remaining 9 beds from Life Care Center of East Ridge to Life Care Center
of Missionary Ridge. The decision to move the beds to the new site was made in

order to utilize these beds at higher rate.

The average daily census of 100.8 in 2011 and 71.9 in 2014 is noted. Why did the
average daily census drop 40% during this time period?
Response: From 2009 to 2011, Life Care Center of Collegedale had beds closed

during a renovation of the facility. After the renovation was completed in 2011, a
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What year does the applicant expect to reach 90% for the new proposed 108 bed
facility?
Response: The applicant is expecting an occupancy rate of 90 percent during its third

year of operation.

9. Section C, Economic Feasibility, Item 1 (Project Cost Chart) - What is included
in the $1,800,000 Preparation of Site cost?

Response: Beyond the typical site work costs of storm water and other site utility
work, this site will require significant fill to be imported to raise the finish floor level
4-6 feet above 100 year flood level. A screen wall is being built along the exit ramp
onto the interstate. Other items include a new traffic signal, road work to create a new

entrance to the site, and demolition of the existing facility.

The Preparation of Site Cost is $1,800,000 in the Project Costs Chart and
$1,500,000 in the letter from the Architect outlining the estimated construction
costs, a difference of $300,000. Please clarify.

Response: The $1,800,000 is correct. The $1,500,000 is a typographical error.

A revised letter from the architect is present in Attachment 9.

10. Section C, Economic Feasibility, Item 2 - Please submit a revised letter from the
Bank of Texas which indicates the proposed loan amount.
Response: See Attachment 10

11. Section C, Economic Feasibility, Item 3 - Your response pertaining to the
construction cost per square foot is noted. HSDA construction costs are noted in
the table provided below from the “Applicant’s Toolbox” on the HSDA website.
Please clarify the reason the applicant’s construction cost per square foot of
$185.00 is above the 3¢ quartile for new construction.

Nursing Home Construction Cost Per Square Foot

Years: 2011 -2013

Renovated New Total
. Construction Construction Construction
1* Quartile $25.00/sq ft $152.80/sq ft $94.55/sq ft
Median $55.00/sq ft $167.31/sq ft $152.80/sq ft
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Response: As shown in this table, the estimated construction cost of $185 per square

Source: CON approved applications for years 2011 through 2013

foot is reasonable compared to other facilities recently build in Tennessee by Life
Care Centers of America. The proposed facility will be state-of-the-art with all
private rooms and is similar to the Ooltewah facility. Having all private rooms
increases the number of bathrooms in patient rooms which increases construction
costs. The HSDA new construction cost data base contains some projects from 2011.
Some of this data is approximately three years old and construction cost has increased
during this time. In summary, we feel the estimated construction cost of $185 is

reasonable when compared with similar projects.

Cost/sq
Facility Year Open Sq Ft Cost ft

Life Care Center of Hixson January-11 75,656 | $12.,479.,475 $165
Life Care Center of Hickory Woods October-11 79,338 | $13,893.821 $175
Life Care Center of Old Hickory

Village May-12 78,864 | $14,335,503 $182
Life Care Center of Rhea County March-13 66,240 | $11,079,408 $167
Life Care Center of Ooltewah February-13 75,562 | $14,264,609 $189

Under
Life Care Center of Blount County construction 79,000 | $13,904,000 $176

Note: Life Care Center of Blount County is under construction and the updated estimated cost is $176
per square foot.

12. Section C, Economic Feasibility, Item 4 (Historical Data Chart) - There appears
to be errors in the Total Operating Expenses columns for the years 2011-2013.
Also, the applicant incorrectly refers to page 31 in line D.9. Please make the
necessary corrections and submit a revised Historical Data Chart.

Response: See Attachment 12

13. Section C, Economic Feasibility, Item 4 (Projected Data Chart) - The Projected
Data Chart is noted. The HSDA is utilizing more detailed Historical and
Projected Data Charts. Please complete the revised Projected Data Chart
provided at the end of this request for supplemental information. Please note
that “Management Fees to Affiliates” should include management fees paid by
agreement to the parent company, another subsidiary of the parent company, or
a third party with common ownership as the applicant entity. “Management
Fees to Non-Affiliates” should also include any management fees paid by
agreement to third party entities not having common ownership with the
applicant. Management fees should not include expense allocations for support
services, e.g., finance, human resources, information technology, legal, managed
care, planning marketing, quality assurance, etc. that have been
consolidated/centralized for the subsidiaries of a parent company.

6



SUPPLEMENTAL- 1

October 24, 2014
2:56pm

Response: See Attachment 13

14. Section C, Economic Feasibility, Item 5 - The average gross charge, average
deduction from operating revenue and the average net charge per patient day
are noted. However, there appears to the calculation errors in year 2. Please
revise.

Response: The revised average gross charge, average deduction, and the average net
charge per patient day is presented is as follows:

Year 1 Year 2
Average Gross Charge $500.64 $532.79
Average Deduction $59.03 $103.26
Average Net Charge $441.61 $429.53

15. Section C, Economic Feasibility, Item 8 - The loss of $2.4 million dollars in Year
One of the proposed project is noted. In Year 3 of the proposed project, the
applicant will begin the year with a combined net loss of $2,280,975 from Year I
and Year 2 of the project. When does the applicant expect to break even with
this project? Also, please demonstrate the availability of cash for continued
operations while operating with net losses.

Response: The new facility is projected to have a positive cash flow in the 17th
month of operation, including management fees. A letter from DeCosimo, PPLC, the
firm's CPA stating funds are available for the startup of this facility is presented in
Attachment 17.

16. Section C. (Economic Feasibility) Item 9. - Please complete the following chart
for the first year of operation

0
Payor Gross Revenue ﬁ&fe};gtezl
Medicare $4,814,872 70%
Medicaid/TennCare $0 0%
Commercial insurance $1.468.,014 21%
Self-Pay $ 574,364 8%
Other Misc. (Beauty/Barber, etc. | $ 5,000 1%
Total $6,862,250 100%

17. Section C, Economic Feasibility, Item 10 - Please provide the most recent audited
financial statements for Life Care Centers of America, Inc. with accompanying
notes, if available.

Response: As previously discussed in the application, Life Care is a privately held

company, and is not required by law to make its financial statements public. The

7
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information in our financial statement is confidential and sensitive in a number o

areas. A letter from DeCosimo and Company, PLLC, indication the applicddckabete24, 2014
2:56pm

funds available for annual debt service required for this project, is present in p

Attachment 17.

Please complete the following table for Life Care Centers of America, Inc.’s
capital projects for the past five years.

HISTORICAL 5-YEAR CAPITAL PROJECTS

CHART FOR LIFE CARE
State Total Project Date of
Facility Costs Completion
Cape Girardeau SNF MO $20,301,930.12 12/19/2013
Hickory Woods SNF TN $23,575,573.98 12/13/2011
Hixson SNF TN $18,827,656.05 12/16/2010
Old Hickory SNF TN $23,526,304.47 4/4/2012
Ooltewah SNF TN $24,955,534.92 12/5/2012
Rhea County SNF TN $21,900,675.96 1/23/2013
Stonegate SNF co $24,573,283.05 5/8/2012

18. Section C, Economic Feasibility, Item 11.a and 11.b. - The alternatives to this
project are noted. However, it appears the 2012 Occupancy Rates of the 4 Life
Care Nursing Homes in Hamilton County ranged from 71.5% to 84.5%. In
addition, the applicant plans to transition the existing patients of Life Care of
East Ridge to Life Care Center of Collegedale (licensed occupancy 71.5% in
2012), and will not be providing care to any Hamilton County nursing home
patients for almost 3 years. With this in mind has the applicant considered as an
alternative not rebuilding and closing Life Care of East Ridge?

Response: During 2012, the four Life Care Centers of America facilities had an
average occupancy rate of 78 percent. The applicant proposes to close 22 beds. If
these beds were closed in 2012, the average occupancy rate of these four facilities
would have been 82%. In 2012, 51 percent of the patients in these four facilities were
Level II (SNF) patients. These patients have a short length of stay (approximately 30
days). Because of this short length of stay, these facilities cannot operate at a high

occupancy rate as nursing homes treat primarily Level I patients.

During 2012, the 11 nursing homes in Hamilton County reported an average

occupancy rate of 85 percent. If East Ridge had not been open, this occupancy rate
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were open the utilization would have been 91 percent. October 24, 2014
2:56pm

The over 60 years of age population in Hamilton County is rapidly increasing.

Between 2012 and 2017, this population is expected to increase from 74,915 to

84,904 (being a 13.3 percent increase). The bed need methodology shows a need for

895 additional nursing home beds in Hamilton County in 2016.

Life Care Center of East Ridge is needed and the need will grow in the future.

Closing the facility would be contrary to the best interests of the community.

.Section C. Orderly Development, Item 2 -The applicant states Level 1
patients will be encouraged to transfer to Life Care Center of Collegedale.
What is the current capacity and occupancy at the Life Care Center of
Collegedale?

Response: Life Care Center of Collegedale contains 124 licensed beds. The census
today shows 95 patients. Year-to-date in 2014, Life Care Center of East Ridge had an
average census of 18.5 Level I (NF) patients. Beds will be available for the patients
to be transferred from Life Care Center of East Ridge to the Collegedale facility.

. Section C. Contribution to the Orderly of Health Care, Item 3 -Please clarify of
the 18 physical therapists and 12 occupational therapists include aides and
assistants. If so, please break-out the totals.

Response: The 18 physical therapists include 8 registered physical therapists and 10

physician therapy aides. The 12 occupational therapists include 5 registered

occupational therapists and 7 occupational therapists.

Please clarify why Social Workers and Recreational Therapists were not
included in the anticipated staffing pattern.
Response: The staffing includes 2 social workers and 1 recreational therapists. They

included in the total staffing, but omitted from the clinical staffing.

Please clarify why the applicant needs more staff for a smaller facility.
Response: The average daily census is expected to increase in the new facility. The

average daily census year to date is 55.3 and is expected to increase to 71.1 in the

second year of operation. The current staffing is 106 FTEs and is expected to increase
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to 120 FTEs, during the second year of operation. Current staffing is s per

patient day (106 FTEs/55.3) and is expected to decrease to 1.69 FTEs per fatdohéiy24, 2014
2:56pm

(120 FTEs/71.1) or a decrease of 12 percent. P

Section C. Contribution to the Orderly of Health Care, Item 7.b -Please clarify if
there has been any Joint Commission surveys conducted since May 2012. If so,
please provide a copy.

Response:

No. Joint Commission surveys are only performed every three years.

Project Completion Forecast Chart - It appears the applicant incorrectly
anticipated the commencement of the building construction in January 2015.
Please revise and resubmit a Project Completion Forecast Chart.

Response: See Attachment 22

10
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ATTACHMENT 1
EXECUTED LEASE OPTION
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LEASE OPTION

THIS LEASE OPTION ("Lease") is entered into as of the 523 day of @M%M,

by and between EAST RIDGE MEDICAL INVESTORS, LLC, a Tennessee limited liability
company, EAST RIDGE RETIREMENT INVESTORS, LLC, a Tennessee limited liability
company, FINCHER REAL ESTATE INVESTORS, LLC, a Tennessee limited liability company
(collectively, hereinafter referred to as “Lessor”), and LIFE CARE CENTERS OF AMERICA,
INC., a Tennessee corporation (hereinafter referred to as “Lessee”), and is made with reference to

the following facts:

A. Lessor is the owner of certain improved real property located in Hamilton County,
Tennessee which is described with more particularity on Exhibit “A” attached hereto and

incorporated by reference (the “Premises™).

B. Lessee desires to lease the Premises, in connection with the construction of a new
skilled nursing facility.

C. Lessor is willing to lease said Premises to Lessee for the purposes and on the terms
and conditions set forth herein.

NOW, THEREFORE, in consideration of the mutual covenants herein contained, IT IS
AGREED AS FOLLOWS:

. LEASED PREMISES.

Lessor does hereby offer to lease to Lessee and Lessee does hereby offer to rent and take from
Lessor the Premises upon the terms and conditions as hereinafter set forth.

2. PROPERTY AND TITLE ACCEPTANCE.

Lessor warrants that it holds good and marketable title to the Premises. Lessee accepts the
Property in the condition in which it now is, without representation or warranty, express or implied,

in fact or by law, by Lessor.
8l TERM.

A. The term of this Lease shall be for a period of ten (10) years, commencing on the date
Lessor has received a Certificate of Occupancy.

B. Provided it is not in material default hereunder, Lessee shall have the option to extend
the Lease two times. Each option period will be for a term of five (5) years. In the event the Lessee
shall exercise both options, the total extended Lease term shall then be for twenty (20) years. Such

I\LEGAL\East Ridge CON 2014\Lease Option.doc
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option will be deemed to have been automatically exercised unless the Lessee notifies the Lessor inl
writing to the contrary at least sixty (60) days before the end of the applicable Lease period.

4. RENT.

A. During the initial ten (10) year term of this Lease, Lessee shall pay Lessor rent in
equal monthly installments in the amount of Eighty-four Thousand, Three Hundred Thirty-Three and
33/100 Dollars ($84,333.33). The rent shall be payable on the first day of each month during the
term of this Lease commencing on the completion of the construction of the Premises and once the
Lessor has received a Certificate of Occupancy. Ifthe Certificate of Occupancy is received on a day
other than the first day of the month, the rent shall be payable on the first day of the month
immediately following the receipt of the Certificate of Occupancy; provided, that rent for the partial
month shall be prorated and payable with the first full installment of the monthly rental. All rent
payable under this Lease shall be payable in advance, without abatement, demand, or offset. All rent
shall be paid to Lessor at Lessor's address specified herein or at such other place as Lessor may
designate from time to time by written notice to Lessee given as provided below.

B. If the lease term is extended beyond the initial ten (10) year term, the annual rental
shall be increased for each year of an option term by an amount equal to two and one-half percent
(2.5%) of the rental hereunder during the immediately preceding twelve (12) month period.

C. If Lessor has not received any installment of rent by the tenth (10th) day of the month
in which it is due, such installment shall be delinquent and Lessee will incur a late charge equal to
five percent (5%) of the delinquent amount. Such delinquent installment shall also bear interest at
the rate of ten percent (10%) per annum from and after the expiration of any cure period granted

hereunder to Lessee.

5. NOTICES.

A. All notices, requests, demands, consents, approvals, statements, and/or other writings
(referred to hereinafter in this paragraph as "Notices") required or permitted to be given under this
Lease shall be given in writing by registered or certified United States mail, postage prepaid, return
receipt requested, and addressed to the party to whom the same is to be given or made at its address
for Notices as determined under this paragraph. The Notice shall be deemed given and served forty-
eight (48) hours after the deposit of the same in the United States mail except that a notice of change
of address for service of Notices shall not be deemed given or served until received by the other

party.

B. Either party may, at any time and from time to time, change his address for Notices by
written Notice to the other party. Until any such change, the address for Notices to the parties shall

be as follows:

(1) If intended for Lessee, the Notice shall be addressed to:

I\LEGAL\East Ridge CON 2014\Lease Option.doc
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East Ridge Medical Investors, LLC, etals £26pN
c/o Life Care Centers of America, Inc.
3570 Keith Street NW
Cleveland, TN 37311
Attention: Forrest L. Preston

With a copy to:

General Counsel
c/o Life Care Centers of America, Inc.

3570 Keith Street, N.W.
Cleveland, Tennessee 37312

If intended for Lessor, the Notice shall be addressed to:

Life Care Centers of America, Inc.
3570 Keith Street, N.W.
Cleveland, Tennessee 37312
Attention: Forrest L. Preston

With a copy to:
General Counsel
c/o Life Care Centers of America, Inc.

3570 Keith Street, N.W.
Cleveland, Tennessee 37312

Wherever this Lease permits any Notice to be given to either Lessor or Lessee by a

third party, the same may be given and served in accordance with the provisions of this paragraph.

6.

SUCCESSORS.

Subject to the provisions of this Lease on assignment and subletting and except wherever a
contrary intention in clearly expressed herein, each and all of the covenants, conditions and
provisions of this Lease shall be binding on and shall inure to the benefit of the assigns, successors,
heirs, executors, administrators, and personal representatives of the respective parties hereto.

(signature page follows)

INLEGAL\East Ridge CON 2014\Lease Option.doc
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IN WITNESS WHEREOF, Lessor and Lessee have executed this Lease at Bradley County,
Tennessee on the date set forth in the introduction of this Lease.

Witness/Attest;

Witness/Attest:

O%ﬁ L@i MMCJ

Witness/Attest:

7@6@%4 2

Witness/Attest;

I\LEGAL\East Ridge CON 2014\Lease Option.doc

LESSORS:

EAST RIDGE MEDICAL INVESTORS, LLC, a
Tennessee limited liability company

By:  Life Care Centers of America, Inc.
Corgporate Manager

e .

Cindy S. C/r@é, Assistant Secretary

EAST RIDGE RETIREMENT INVESTORS,
LLC, a Tennessee limited liability company

By:  Developers Investment Company, Inc.

/%porate Manager
By MW\C/

oan'E: Thurmond, Assistant Secretary

FINCHER REAL ESTATE INVESTORS, LLC, a
Tennessee limited liability company

Life Care Centers of America, Inc.,

@ate Manag,er

CmdyS oss, A551stant Secretary

E CENTERS O@RICA INC.
2. )J

CmdyS Cibss, Ass1stantSecrctdry

LESSEE:
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EXHIBIT “A”

Legal Description of the Premises

Those parcels of property located as follows:

6614 Ringgold Road, East Ridge, TN

6600 Ringgold Road, East Ridge, TN

6616 Ringgold Road, East Ridge, TN

1500 Fincher Avenue, East Ridge, TN
1511 Fincher Avenue, East Ridge, TN
1515 Fincher Avenue, East Ridge, TN
1517 Fincher Avenue, East Ridge, TN
1519 Fincher Avenue, East Ridge, TN
1521 Fincher Avenue, East Ridge, TN
1523 Fincher Avenue, East Ridge, TN
1525 Fincher Avenue, East Ridge, TN

ALONG WITH two (2) parcels commonly referred to as TDOT Parcel I and TDOT Parcel I1.

I\LEGAL\East Ridge CON 2014\Lease Option.doc
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CMS BULLETIN
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DEPARTMENT OF HEALTH & HUMAN SERVICES
Centers for Medicare & Medicaid Services

7500 Security Boulevard, Mail Stop S2-26-12
Baltimore, Maryland 21244-1850

CMS

CENTERS FOR MEDICARE & MELHCAID SERVICES

CMCS - MMCO — CM Informational Bulletin

Date: June 7,2013

From: Cindy Mann, Director
Center for Medicaid & CHIP Services (CMCS)

Melanie Bella, Director
Medicare-Medicaid Coordination Office (MMCO)

Jonathan Blum, Director

Center for Medicare (CM)
Subject: Payment of Medicare Cost Sharing for Qualified Medicare Beneficiaries
(QMBs)

This Informational Bulletin provides information for state Medicaid agencies and other interested
parties regarding the treatment of claims for Medicare cost sharing for Qualified Medicare
Beneficiaries (QMBs). The Bulletin also reminds states of the statutory requirement to process
Medicare cost-sharing claims for QMBs from Medicare-certified providers, and to be able to
document proper processing of such claims. This Informational Bulletin is provided as a companion
to communications on this topic to Medicare providers in the form of a Medicare Learning Network
Matters article, and a CMCS Informational Bulletin published in 2012, which are available

at: http://www.cms.gov/MLNMattersArticles/Downloads/SE1128.pdf:

and http://www.medicaid.gov/Federal-Policy-Guidance/downloads/CIB-01-06-12.pdf,

State Medicaid agencies have a legal obligation to reimburse providers for any Medicare cost
sharing that is due for QMBs according to the state’s CMS-approved Medicare cost-sharing
payment methodology. State Medicaid Management Information Systems (MMIS) must process
all Medicare “crossover” claims (claims that include primary payment from Medicare) for
QMBs, including Medicare-adjusted claims that are submitted by Medicaid-enrolled providers,
even if a service or provider category is not currently recognized in the Medicaid State Plan.
States must furnish all Medicare-enrolled providers, including out-of-state providers, with a
means by which they can enroll in the Medicaid program for purposes of having such claims

processed.
Statutory Authority for Payment of QMB Cost-Sharing Amounts

Section 1902(a)(10)(E) of the Social Security Act (hereinafter “the Act”) directs state Medicaid
agencies to reimburse providers for QMB cost-sharing amounts [as defined in §1905(p)(3)],
“without regard to whether the costs incurred were for items and services for which medical
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assistance is otherwise available under the plan.” (emphasis added). Section 1902(n)(2) of the
Act does permit the state to limit payment for QMB cost sharing to the amount necessary to
provide a total payment to the provider (including Medicare, Medicaid, required nominal
Medicaid copayments, and third party payments) equal to the amount a state would have paid for
the service under the State Plan. When the crossover claim is for Medicare-covered services that
are not included in the Medicaid State Plan, the state is still liable to pay the crossover claim, but
may establish reasonable payment limits, approved by CMS, for the service.

The actual crossover payment made to a provider by Medicaid (plus the QMB’s personal liability
for any nominal copayments under Medicaid, if applicable) is considered payment-in-full for
Medicare deductibles and coinsurance.

Impermissible Balance Billing of QMBs

Providers are strictly prohibited under §1902(n)(3) of the Act from seeking to collect any
additional amount from a QMB for Medicare deductibles or coinsurance (other than nominal
Medicaid copayments, as mentioned above), even if the Medicaid program’s payment is less
than the total amount of the Medicare deductibles and coinsurance.

Possible Causes of Impermissible Balance Billing of QMBs

CMS believes that some instances of impermissible balance billing of beneficiaries occur when
Medicare-certified providers are unable to obtain reimbursement or an 835 Health Care Payment
and Remittance Advice (RA) for QMB cost-sharing claims from the state Medicaid program.

Repeated reports of QMB crossover claims not being processed in state MMIS systems prompt
us to remind states of their claim processing obligations under federal law. We are aware of

situations typically occurring when:

e the Medicare-certified provider submitting the claim is not enrolled with the state
Medicaid agency; or

e the MMIS does not recognize the provider identifier; or

o the service is covered by Medicare, but not included in the Medicaid State Plan; or

e the provider type is recognized by Medicare, but not by the state Medicaid program; or
o the service is provided by an out-of-state provider.

For each of the situations listed above, CMS has received reports that Medicare-certified
providers may not be receiving adjudication of their claim for Medicaid liability, or may not be
receiving subsequent notification through the standard RA, as required under the Health
Insurance Portability and Accountability Act of 1996 (HIPAA). There may be isolated instances
of a state MMIS rejecting a QMB crossover claim because the individual provider has been
suspended from participation in the Medicaid program, but continues as a Medicare-certified
provider. Even in this circumstance, the state is required to permit the provider to enroll for the
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limited purpose of obtaining adjudication of the QMB cost-sharing amount.

State Medicaid Programs’ Claims Processing Obligations

All states maintaining a federally-certified MMIS funded under §1903 (a)(3) of the Act are
required—as an express condition of receiving enhanced federal match ing funds for the design,
development, installation and administration of their MMIS systems—to process Medicare
crossover claims, including QMB cost sharing, for adjudication of Medicaid cost-sharing
amounts, including deductibles and coinsurance for Medicare services, and to furnish the
provider with an RA that explains the state’s liability or lack thereof.

Specifically, §1903(a)(3)(A)(i) of the Act requires MMIS systems to demonstrate full
compatibility with the claims processing and information retrieval systems utilized in
administration of the Medicare program. Instructions contained in CMS’s State Medicaid
Manual (SMM), Part 11, §11325 reinforce the requirement of the MMIS system to (1) record
Medicare deductibles and coinsurance paid by the Medicaid program on crossover claims, (2)
provide a prompt response to all inquiries regarding the status of the crossover claim, and (3)
issue remittance statements to providers detailing claims and services covered by a given
payment at the same time as payment, including remittance statements for zero payment
amounts. The state must be able to document that it has properly processed all claims for cost-
sharing liability from Medicare-certified providers to demonstrate compliance with

§§1902(a)(10)(E) and 1902(n)(1) & (2) of the Act.
Services Not Covered by the Medicaid State Plan

As noted earlier in this Informational Bulletin, a Medicaid agency’s obligation to adjudicate and
reimburse providers for QMB cost sharing exists even if the service or item is not covered by
Medicaid, irrespective of whether the provider type is recognized in the State Plan and whether
or not the QMB is eligible for coverage of Medicaid state plan services. For Full Benefit Dual
Eligibles who are not eligible as QMBs, a state may elect to limit coverage of Medicare cost
sharing to only those services also covered in the Medicaid State Plan.

Provider Enrollment

The state may require Medicare-certified providers to execute a Medicaid provider agreement
and enroll in the state’s Medicaid program in order to submit claims for reimbursement of QMB
cost sharing, but the state should have a mechanism to ensure that providers who enroll only for
that purpose are not included in lists of providers available to other beneficiaries. Alternately, a
state may utilize a simplified, limited-purpose enrollment process for Medicare providers seeking
to enroll in Medicaid for the sole purpose of claiming Medicare cost-sharing reimbursement
while in compliance with the provider screening and enrollment requirements included in the
CMCS Informational Bulletin issued December 23, 2011 (http://www.medicaid.gov/Federal-
Policy-Guidance/downloads/CIB-12-23-11.pdf). As noted above, however, regardless of the
specific enrollment mechanism chosen, states must enable all Medicare-enrolled providers,
including those who are out-of-state, some mechanism by which they can get the state to process
their Medicare crossover claims, including claims for QMB cost sharing.
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Summary

Therefore, in circumstances where a provider has submitted a claim to Medicaid for processing
in accordance with the timely filing provisions of 42 CFR §424.44; and the provider has
executed the necessary provider agreement according to a state’s procedures for provider
enrollment, the state must process the claim in accordance with the timely claims processing
provisions of 42 CFR §447.45 and must issue the provider an RA for those claims as required by

the SMM.
CMS Technical Assistance Is Available
CMS will provide technical assistance to states in:
¢ understanding state Medicaid agency liability for Medicare cost sharing;

* modifying or enhancing the MMIS to permit proper processing of QMB crossover
claims; and

e enrolling providers for the limited purpose of processing Medicare cost-sharing
crossover information, or developing alternative methods to identify these Medicare

providers in the MMIS.
States should contact the CMS Regional Office to request technical assistance.

For further information concerning state Medicaid agency liability for Medicare cost sharing,
please contact Nancy Dieter, Technical Director for Coordination of Benefits and Third Party
Liability, Division of Integrated Health Systems, at 410-786-7219 or Nancy.Dieter@cms.hhs.gov.
For further information concerning MMIS requirements, please contact your CMS Regional Office
or George Patterson, Health Insurance Specialist, Division of State Systems, at 410-786-4609

or George.Patterson@cms.hhs.gov.
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Franklin Associates, Architects, Inc.

142 N Market St . PO Box 4048 . Chattanooga . TN 37405

423.266.1207

October 20, 2014

Ms. Linda Cross

Life Care Centers of America
3001 Keith Street, NW
Cleveland, TN 37312

Re: Life Care Centers of America -
108-Bed Skilled Nursing Facility
East Ridge, TN for
East Ridge Medical Investors, LLC

Dear Ms. Cross:

We have reviewed the project Square Footage and Cost per Square Footage
Chart that has been prepared for the CON to the State of Tennessee for the
proposed skilled nursing facility located off McDonald Road in East Ridge,
TN. Based on the information shown in this form, and historical budgeting
information, we estimate the project cost to be $17,877,000. This figure is
based on the following line items:

a. A/E fees: $740,000

b. Site Preparation cost: $1,800,000
¢. Building Construction cost: $14,837,000
d. Contingency fund: $500,000

To the best of my knowledge and belief, the facility will meet the 2010 AIA
standards as noted in the Guideline for Design & Construction of Health
Care Facilities and all applicable local, state and federal standards.

Sincerely,

Wyatt tYeo , AlA
Architect

2:56pm



SUPPLEMENTAL- 1

October 24, 2014
2:56pm

ATTACHMENT 10
REVISED BANK LETTER

14



SUPPLEMENTAL- 1

October 24, 2014
2:56pm

& BANK OF TEXAS

Bianca Andujo
Bank of Texas

5956 Sherry Lane # 700
Dallas, TX 75209

October 2, 2014

Life Care Centers of America, Inc.
Forrest L. Preston

3570 Keith Street, NW

Cleveland, Tennessee 37312

RE: Life Care Center of East Ridge

Dear Forrest:

We are excited to discuss the opportunity to finance the replacement of your facility in East
Ridge, Tennessee. This sounds like an exciting project that will clearly serve the East Ridge
area well by delivering the care and services that today’s seniors need and desire. As you are
aware, Bank of Texas has successfully worked with you and your companies over the past
several years and has provided you with financing for multiple projects.

Subject to your adhering to our applicable underwriting criteria, we are interested to work
with you on the replacement of Life Care Center of East Ridge. Based on our typical loan
parameters, we anticipate that the project can support a loan sufficient to fund up to 100% of
the costs which you anticipate to be $24,874,400. The interest rate would be established at
closing, but would be approximately 4% if we closed today. The loan term would be 5 years
with interest only during construction and lease-up. I know you are aware of our construction
financing process and our capabilities based on our previous successful experiences with one

another.

Bank of Texas looks forward to reviewing your loan proposal once you have obtained the
necessary Certificate of Need from the State.

Sincerely,

[
Bianca Andujo :é

St, Vice President
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or agency. The fiscal year begins in ___Jan (Month).
2011 2012 2013
A. | Utilization Data (Total Patient Days) 36,865 33,959 30,053
B. | Revenue from Services to Patients
1. Inpatient Services 15,251,547 14,367,222 13,281,983
2. Outpatient Services 243,468 223,348 410,664
3. Emergency Services
2. Other Operating Revenue 27.362 35,501 35,942
GROSS OPERATING REVENUE 15,522,377 14,626,071 13,728,589
C. | Deductions form Operating Revenue
1. Contractual Adjustments <499,760> 1,428,282 1,890,043
2. Provision for Charity Care
3. Provision for Bad Debt 525,236 379,133 457,262
Total Deductions 25,476 1,807,415 2,347,305
NET OPERATING REVENUE 15,496,901 12,818,656 11,381,284
D. | Operating Expenses
1. Salaries and Wages (Includes Benefits) 7,821,515 7,256,638 6,214,395
2. Physician’s Salaries and Wages
3. Supplies 2,173,063 1,947,514 1,682,827
4. Taxes 105,340 104,560 106.144
5. Depreciation 20,701 1,731 333
6. Rent 665,586 665,097 618,904
7. Interest, other than Capital
8. Management Fees
a. Fees to Affiliates 774,845 640,932 571,103
b. Fees to Non-Affiliate
9. Other Expenses See Page 32 * 2,643,479 2,370,861 2,179,588
Total Operating Expenses 14,204,529 12,987,333 11,379,294
E. | Other Revenue (Expenses) - Net (Spec.)
NET OPERATING INCOME (LOSS) 1,292,372 <168,677> 7,990
F. | Capital Expenditures
1. Retirement of Principal 8,307.89 0 0
2. Interest 230 0 2
Total Capital Expenditures 8,537.89 0 2
NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES 1,283,834.11 <168,677> 7,988

16
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Give information for the two (2) years following the completion of this proposal. The fgyesb¥aF 24. 2014
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Year 1 Year 2
A. | Utilization Data (Patient Days) 13,707 25,934
B. | Revenue from Services to Patients
1. Inpatient Services 6,814,500 17,920,691
2. Outpatient Services 42,750 214,985
3. Emergency Services
4. Other Operating Revenue (Specify) 5,000 12,140
GROSS OPERATING REVENUE 6,862,250 18,147,816
C. | Deductions from Operating Revenue
1. Contractual Adjustments 617,826 6,828,297
2. Provision for Charity Care
3. Provision for Bad Debt 191,358 180,000
Total Deductions 809,184 7,008,297
NET OPERATING REVENUE 6,053,066 11,139,519
D. | Operating Expenses
1. Salaries and Wages 3,493,767 5,036,033
2. Physician’s Salaries and Wages
3. Supplies 1,112,055 2,283,221
4. Taxes 122,000 140,000
5. Depreciation 20,000 20,000
6. Rent 1,200,000 1,200,000
7. Interest, other than Capital
8. Management Fees
a. Fees to Affiliates 302,653 556,976
b. Fess to Non-Affiliates
9. Other Expenses (See page 32) 2,242,363 1,699,492
Total Operating Expenses 8,190,185 10,378,746
E. | Other Revenue (Expenses)-Net (Specify)
NET OPERATING INCOME (LOSS) <2,439,772> 203,797
F. | Capital Expenditures
1. Retirement of Principal 20,000 20,000
2. Interest 2,500 2,500
Total Capital Expenditure<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>